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E-Systems to sue

By ROBERT DODGE . . ‘%,
Staft Writer st

E Systems Iné. said it will file suit’
in federal court seeking ap-_
proximately $15.2 million in damages

CE A

e

. and cancellation of $4.4 million in let-

ters of credit from the Government of
Iran and the Bank of Melli Iran. .

" The Dallas electronics company said |
it would file the suit in U.S. District,
Coutrt in Dallas charging that Irah de-
faulted on a 1977 contract in which
the company's  Greenville Division
was to install communication and
navigation equipment on two Boeing
707 jets owned by the Persian Gulf

‘nation.

" pany has madé
. ‘cover the Trioney it is owed, - :
. “The company is being careful
‘about the answers to guestions due to

Agency.”

“We filed the lawsuit to protect the”

company and its shareholders proper-
ty interests in these aircraft,” John M.
Dixon, chairman and president, said
in a prepared statement. “We are ask-
ing the court to declare the contract in
default and to permit foreclosure of
liens existing on the aircraft. Once au-

‘thorized, -the aircraft will be. sold at

atiction.” -

In its one-page statement issued
Tuesday, E-Systems said the value of
the contract, orginally set at $28 mil-
lion, had ‘escalated in value to about
£35 million by the time Iran defaulted _
in November 1978. The amounts to be.
claimed by E-Systems, the company
said; represent sums due under the
contract and other unspecified. dam-
ages. -0 o aowe o TURL L

An E-Systems’ spokesman, who
asked to remain unnamed, declined to
explain why Iran défaulted on the
project, how the planes ‘would have
been used or what efforts the com-
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the effect on legdl proceedings,” the
spokesman said.” . TELT L

But according to a Pentagon source
familar with the contract, the two
tanker-type jets were to be equipped
with sophisticated electronic hard-
ware for use in a “James Bond” like
program called IBEX in which the la-
test American technology was being
applied in Iran for deposed Shah Mo-
hammad Reza Pahlavi with the assis-
tance of the Central Intelligence

Under
the Shah wanted to establish a border
surveillance system for Iran. The pro-
ject called for 11 ground monitoring
posts, six airborne units and several
mobile ground units. Bids were sub-
mitted by four U.S. corporations in-
cluding E-Systems, Rockwell, GTE
Sylvania and Mechanics Research Inc.

IBEX, which according to some
press accounts, involved the launder-
ing of millions of dollars through
Swiss bank accounts to pay for work

:done by American corporations, was

started in 1974 when the Shah decid-

-ed he wanted the best electronic ears

1

and eyes on his borders.

were flown to E-Systems’ Greenville
facility from the Boeing Co. in Seattle

in late 1977. While E-Systems has de-

clined to say how the planes were to
be used by Iran, a company spokes-
marn said Tuesday that the aircraft

“were being outfitted with sophisticat-
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ed navigation and communication sys-
tems. _ U P
No work is currently being done on

‘the planes other than that needed to-

prevserve the aircraft, the company’

Csad.

The IBEX pro:gran; has been beset

"with troubles since it began. A Jan. 2,

1977, story. by The Washington Post
detailed instances of corruption, pay--
ments to U.8. firms from Swiss bank
accounts and the Aug. 28, 1976, mur-
der of three Rockwell International
employes connected with the project’
in Tehran. MO Rl

_The CIA has also declined to an-
swer questions " regarding the pro-

the $500 million program, .

E%%ystems was one of many United
States firms to have business with the

country before the fall of the Shah.

In most cases, firms selling military
bhardware to Iran were protected

-against losses under the Foreign Mili-

tary Sales program which required

Iran to establish a trust fund and

make pre-payments on projects. But
sources close to the Defense Depart-
ment said the E Systems work was
not a part of the military sales pro-
gram and did not qualify for any of

the trust fund money. .

The company declined to say how it -
ety ., was paid or if the Bank of Melli —
“Informed sources said the 707 jets

the government owned bank of Iran
~— had failed to honor letters of credit
that would have provided E-Systerns
payment for its work. However, the

.company did say loss of the payments

would not have any *material adverse
effect on its financial statements” be-
cause of a $1.5 million reserve fund

..
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JEFFREY STEIN

A sweetheart .
deal for
E-Systems

HIS IS A STORY ABOUT

big guys and little guys. The

big guy in the story is the
Dallas-based multinational electronics
company, E-Systems. In the five years
since it was taken over by a group of
former high-level defense and intelli-
gence officials, E-Systems has become
a favored contractor for a series of
highly sophisticated electronic warfare
projects, and it has skyrocketed into
the Fortune 500 with annual sales of
over 5320 million. '

The little guy is the Bristol Elec- .

tronics Company of New Bedford,
Massachusetts, owned by Stanley B.
Revzin, the son of Polish-Russian im-
migrants. Put together on a shoestring

. in 1960, Bristol gradually built up a

trade in marine radios and other elec-

. tronic gadgetry untl, by 1973, the

company employved 180 workers and
grossed $4 million a year in sales. -
But since 1973, when he began to
compete with E-Systems for defense’
contracts, Revzin’s business has taken
a nose dive: the company is down to 50
employees and will be lucky to gross §)
million in sales this year. ,
Stanley Revzin now has a chance to
tell the public and Congress how that
happened. At a hearing sponsored by
Senators William Proxmire (D.-Wis.)

Y

. and Edward Brooke (R.-Mass.), the

Senate Banking Committee will look
into whether the Pentagon follows the
rules in handing out defense contracts.

Revzin believes, and the committee

strongly suspesigp B thr SHRNa%Se

JEFFREY STEIN, Washington correspondent
for the Boston Phoenix, has written on foreion

INQUIRY MAGAZINE
16 October 1978

been broken. Pulling together infor
mation previously gathered by othe
government investigators, they hav
found that:

»the U.S. Army has consistently f
vored E-systems over smaller con
panies, such as Bristol, that offere..
lower bids on contracts;

mthe army has changed contract
specifications at the last minute to
steer to E-Systems contracts that
should have gone clsewhere;

® the army awarded E-Systems a con-

_tract to build an item at a low unit

price, and then later allowed it to exer-
cise an option to build many more of
the same items at much higher prices;

- mthe company has possibly had the

benefit of inside information from

- army officials who later became its
" - employees.

- tually led to Stanley Revzin’s

sad fortunes began 12 years

ago, when the U.5. Army began prop-
ping up a failing Indiana electronics
company, known as MEMCOR, with mil-
lions of dollars of cash grants, unse-
cured loans, and contracts to build
electronic gear. Government welfare to
the corporation thus indirectly en-
couraged an outside takeover. The
LTv-Electrosystems Company stepped
in and grabbed MEMCOR. But LTV itself
had toubles, and even with the con-
tinued flow of government largesse,
couldn’t make a go of it. In 1973, the
company, now named E-Systems, was
bought by a group of investors headed

T HE PROCESS THAT EVEN-

- by a former assistant comptroller of

the Defense Department, John W.

- Dixon. Lloyd K. Lauderdale, once

head of the Central Intellicence Agen-
cy’s science and technology direc-
torate, was installed as vice president,

" while a former CIA director, William E

Rayborn, was recruited for the board.
MEMCOR and Bristol had competed
for contracts before, with Bristol gen-
erally winning out, but the new group
of E-Systerns owners would soon prove
to be overpowering. In 1973, the army
had solicited bids from several com-
panies for a contract to build field
radios for the South Korean armed
forces under the foreign military sales
program. For the first two rounds of
sealed bidding, Bristol came in with
St
est,
of biddings, however, the army made
three chanoee i1 the contraet durine

permitted to boost its prices for the |

unit considerably. ,

Bristol's Revzin complained to the
army that his bid—including the op~
tion——was much lower than E-
Systems’s. But even with Revzin, his
local congressman, Gerrvy Studds
(D-Mass.), one of his senators,
Brooke, and the General Accoundng
Office looking on, the army went
ahead and made contract “modifica-
tions” (not “options”) that allowed

E-Systems to build, at higher prices, |

twice as many radios as in the original
contract, nearly quadrupling the total
value of the deal tg a whopping Sil
million.

Representative Studds asked the
Justice Department to investigate this
award. Within weeks, the Justice De-
partment replied that it had found “no
grounds” to institute a criminal inves-
tigation.

Representative Jack Brooks (D.-
Tex.), chairman of the House
Government Operadonts Commitree,
held hearings on the marter and un-
covered a number of clues 1o explain
why the army gave E-Systems such
kindly treatnent. “The circumstances
seem to point to a predetermination on
the part of the army that E-Systems
would receive the contract”™ Brooks
remarked to Assistant Secretary of the
Army Harold Brownman.
" But Brownman had another expla-
nation. “I belicve that this is just a
good case of sloppy workmanship and
nothing else,” he replied. “I certainly
hope so0.”
What went unstated was that
Brownman, who had come to the Pen-

ZN THE SUMMER OF 1976,

tagon after the disputed contract had ;

been awarded, had been a vice presi-
dent at E-Systems. But the man he
had replaced in the Pentagon job, the
man who had been in charge of award-

ing the E-Systems contract, had gone :

on later to become a corporate vice
president at E-Systems, replacing

an obviously frustrated Brooks.

What Brooks dide’ know at the time

i j : 4 beautiful example
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- other Korean consultants- was con-

- kind of illegal payménts to American

" E-Systems - officials contend . the

s T

To Help Pay Park’s Cos

L Py Charles R. Babcock . .
“  washington Post Staff Writer

: {The South Korean government put;
" pressure on a 1.S. defense contractor
in 1973 to help pay the costs of Tong-
sun Park’s lobbying activities in Con-
gress. I T
" The . company—E-Systems Inc., of
Dallas—was told by a Korean, ambas-
sador that Park had helped it win a
- contract to make field radios for the
Korean army. A s
" Officers of E-Systems say the com-
pany refused to make the suggested
payments to Park, who has since been
indicted as an agent of the South Ko-
- rean government. But E-Systems did:
hire other Korean businessmen a few’
months later. And federal investiga~
. térs have found that much of the
more than $1 million paid to these

.

verted to cash and funneled back to
an embase;y official in Washington.

' -Some of the money, investigators
Jbelieve, was used to make the same

officials that Park has been, accused
of making.. 4 T

commission payments were legitimate.

By
Ve

Seoul Pressed U.S. F'urm

ts

{1 date Tongsun's | Fequirements as well | believe” that some of the cash was
' 1a3 E-System can, so that he can bet-

’ .

' ter serve his role” Yang wrote. (The

* misspellings are. in the original.)
<E.Systems is a major contractor for
(the_U.S. Intelligence agencles, an
;Top_oihcials _oiten move back an
‘ f5eth hetween those agencies and ihe
{ﬁﬁn. Lo ',"‘-'.{'. ! *

‘. E-Systems officials have sald they
i geclined the overtures from Park.
‘Four months later, however, the firm
'hired the Korean Research Institute,
a. group .which-included a close ase

socite-of ‘President Park Chung Hee,
‘to -“assist’™- E-Systems In Korea. - -
! "Over the next three years, E-Sys-
‘tems paid $1.4 milllon in commissions
‘to the KRI, through two Korean-born
‘grocers- ,who were the. consultants’
representatives in Los Angeles.
It is unclear what the KRI did to
earn -the- money. - .
- There are indications that as much
as ¢1 million of these payments may
‘have been converted to cash and fun-
neled back to Col. Lee Hwan, 2 mili-

tary attache at~tt_1e Korean embassy

in Washington.< .

- Sources familiar with the investi-

Lisie o L

Yent. - .-

He L o o
Washington Post reporter, but the
deelined, saying his superiors would
not give him permission,

Tee has been at the embassy since.
May, 1975. ‘ ) .

SEC lawyers who have been investi-
gating the propriety of the E-Systems
payments for- 18 months have said in
court papers that they “haye reason to

passed
clals. - . S
. Thus one investigative theory seerms
fo be that the KRI might have been
set up by the Korean government as
an alternate way of funding the Wash-
ington lobbying effort after E-Systems
refused to’ deal with Tongsun Park.

. Yang, who wrote the letter récit-
ing Park's prowess as a lobbyist, was
the Korean ambassador to Washingfon

on illegally to Ame_rican otf_i.-

of Park’s. Yang Is now dead. Davis,
who is now a Washington lawyer, re-
fysed to discuss his role in the incid-

Federal investigators tend to believe
Yang wrote the letter fo promote
Park, There is no indication they have
uncovered evidence that the aleged
Korean lobbyist unduly jnfluenced
congressional backers of E-Systems’’
cgmpetitors,-as the Yang letter claim-
ed, ) ‘ :
But investigators do find the letter
remarkable for its candor about Park’s
activities .in Washington. And they
wonder if it shouldn’t haye made E-
Systems suspicious about, the Iater
fees in . connection with .the same

in the 19603 and was a close friend -

They said the company did not know "gation, for example, said that Howard.| Korean radio contract. ?
-what happened to the ~money that{ Lee, one of the-KRD's men in Los An- | “Park, “who apparently knew Davis | :
. they paid to the Korean businessmen. | geles, “told the Securities and EX-| and E-Systems’ Washington represen- '

b E-':Et‘;lyst%ms was ilgtially ap;iroached ‘chamze. Commission th?fittﬁe to‘f){k aix)bout tative Robert C. Smith from his days
“by the Koreans through a letter, a $300.000 ift-cash out of the KRI ank  “ag @ 1 arte glver wag indlcted
.copy of which The Washington Post | account in Los Angeles in’ early 1976 '1ast Ag;é:lstifg;h;eriewas m;kgetd
~has - obtained. = from non-government { “and delivered it to his uncle, - Col.. ges he conspire B 3
sources.s v oot otsb tAaie 3k Leeo N i oo et SR T5‘bm’e}1*.},‘”“‘"’1'5 of Congress. .~ =
*.. The bluntly ‘worded letter, dated| :Amx earl er KRI representative in Heis-alleged to have generated the:

331:11!;%; :si’idla?i :v;:_i ;en_i;:l;:{r K%‘ﬁm Yo Angeles, Yoo Jong H(;,. lis Col. | " cash for the payoffs from commissions}

- amb; r-atlarge Yang; You.Chan| Lee's brotherin-law. Thus t is con-} - ne  received: Y Yorean *governd
tto former Defense Department coun-| sidered likely that the S oy | Do, received- as the Korean governy
-sel. John (Jeff) Davis, “Davis  later| :$700,000 in-previous E-Systems pay-| - :ment’s exclusive agent on purchasesy
" forwarded it to E-Systems. The letter. iments were handled the same way. | - ‘of US. e, i TR e T
;clalx_‘ned ' thg_xt' Park had .intervened | " Col. ‘Lee,insisted in a recent tele-| - The Korean government has consis-y -
’tg “pacify ‘the': congr essional : sup-} phone interview that he “didn’t make| ' -tently denied that Park ever had any
Yporters” of 4 rival of E-Systems, there-| even 1 cent of fllegal payments in the| ', offlcial connection with the Seoul re- -
; by';l?glearingi’;the-;.;=,_w__?"gqi_f;_‘f;};,sy,temg United States*” "* © . A - %/| -gime. The, Yang letter shows that theji Co-
£ selection by the Korean- government “i When asked what he did .y-lth ,the~ *‘_formc‘r ambgsgador at least was quite
s 5 Supplier of military Fadios.’ - ‘ioney then, Lee sald only, That’s-a| ;blunt in peinting out such ties. - .
',::.'af“‘a‘:,up‘p ier of military radios.. - °-| family ‘matter, a private matter” - | 32 X beam of Justice Department 5
» "'“Since- it “was . Tongsun’s’ interven-|. - The. colonel, who was a militar¥| ‘seantors in Seoul-cg eparment pro-l

R B A R _ as been question- i

§ tion:that  caused the project to.be te- | procurement officer in Korea at the| © jno park about his role in the K !
?-vived“and since’it is his guidarice to | time of the E-Systems contract, also} ¥ )ohhying scheme. in pre 'ar:ti n eian %
|} hich we look: for our Washington |émphatically denled susgestions that] : pig later testimon & ials in thel

‘,,operati.on:(Cong:es;idnakl\/ﬁntarﬁ Ap-| he was part of the Korean _Central| ypited States _“f e e

%.propriations),*it “goes without Saying| Intelligence Agency. “Not: even ome| (o el SIS Lt LY U S

., that,i¢ would: i most-advisable for|day or cne minute have.l served ~’-/There have. been reports that he
(’ " }you to recommend. to-your friends at | with the KCIA.' he said, © = - | :described payments of some $750,009
“E System "that: they "should ,ccomp- ) Lee,. 43, complained in the phone] /to several former members of Con- o
B ~7" donversation that previous mews ac- L EreSSiut f, Lin ki il iiadad o
%ounts of his involvement.in the -} -~ - STAT
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by James :Henderson

Most people think that government
corruption is confined to politicians,
and to state and local politicians in
particular. Few consider dishonesty a
major problem among federal career

. employees. But the truth is that cor-

ruption has become the rule among
military carcer people. It is now
assurmed that an officer, if he does not
continue to work for the government,
will join the staff of e military con-

- tractor upon retirement. The result is

a military procurement process in-
creasingly influenced by the future
employment possibilities of the mili-
tary officers involved. The men in the
Jollowing example may be innocent of
anything other than a conflict of
interest, but they are part of a larger
pattern that should disturb us all,

James Henderson was a Nieman Fellow last

June 22, 1976. Room 2154,
Rayburn House Office’ Building.
Meeting: National- Security
Subcommittee of the Committee on
Governmental Operations. Subject:
Questionable contract for mobile field

radios by the Department of the

. Assistant Secretary of the Ammy
Harold Brownman, in charge of instal-
lations and logistics, is accompanied
by two generals and a civilian pro-
curement officer. It is not a good day
for Brownman. The contract in ques-
tion is between the Army, where he
now works, and E-Systems, Inc. of
Dallas, where he had been a vice
president a few years earlier. o

“Information received by the sub-

committee indicates that normal pro- .

cedures may not have been followed

and that favoritism toward the suc- .

" iHbdish For Reteaseraobariu R ein R pR 0 i ho B gbaY o
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CEA Deal

Stmks g e

For some busmesses lt'pays to do

’ busmess with the CIA, Rep. Gerry:
_ Studds, D-Mass., has discovered. - :
/" E-Systems Tnc. of Dallas, Tex., does
frequent business. with various Penta—
. gon agencies, as well as the CIA, and in,
-,1975 it picked up fora relatlve song Alr
'.’ Asia Ltd., until _the purchase a wholly

" owned CIA company with hm C i ' -

’on%%—“w””ﬁ .
Although Air Asia’s assets exceeded '
. liabilities by $3.4 million, E-Systems. '
. paid $1.9 million for its new acquisi-
tion.. Had E-Systems executives been.
: walkmg— dlong a deserted street and
. found $1.5 million in new money, they
* couldn’t have been better or more prof-
" itably served. Deals of this kind may be
, . made in Heaven, but they’re not made
’ on earth in the free enterprise sector.
" This little deal stinks to Heayven. Its
smell is 50 awful, in fact, that this little
- deal deserves a full scale congressional
mvestlgatlon after which a federal »
= grand- jury may wish to leam 1f any T
. laws have been broken.;-Ih. -~
~ ' This little deal provxdes yet another
: good reason why the CIA's total budget
-.should be public. CIA officials might be
" less inclined to give away the public’s
<. : treasure if' the publi¢:knew just how
' ’ ‘ ‘much of its.treasure was doled out
annually to the agencyl ~ %L ¥
‘Finally,. this littles deal~ prowdes yet
: another reason why-much of the CIA's
? total budget ought'to be. subject to
: review of the whole: Congress and not : ' -
i - just that sélect committee of specially .
<. _ . . selected overseers. ‘By the way where . .
e : _ . Y was that committee when the CIA was} .. . .. .- - Do o o al
BT T T T negotlatmg ‘withritself and'giving awayy = -5 .- 7 T S
) : the pubhc ] money to CIA insiders?

P R SRR PRI L SR T z,,ﬁ:‘“

...'f'

[

#"7.. . Approved For Releasé 2004/10/13 ? CIA-RDP88-01315R000200420001-9 -

- - .
- - -



e

TN

&5

ﬁRTmlfxf“fg
on pacE_f]-TF

i

ey

Approved For Release 2004/10/13 : CIA-RDP88-01315R000200420001-9

]

14 JULY 1977

. will investigate *‘as part of our regular oversight

’ -~E-Syste'ms.'-:af-'majorr‘supplie.i';'of sdpﬁi:sifcétéd

10 months before the sale.’ .-

CIA Front Firm Sale to/Be Probed "~ .

; - E

; LN aad

* The Senate.Select Committee on Intelligence

Rproved For Releasr20pdA03rof A RRPESHA131570092004]

function;":the 1975 sale of a CIA front company to
a. major : government. contractor, a .committee
spokesman said _yesterday: :And Rep. - Gerry
Studds, D-Mass:who- has-been fighting for-more-|
information about the deal said the CIA’s sale of
Air Asia Ltd. to E-Systems Inc. of Dallas, Tex.,]
should be on the agenda of-the proposed: House
Intelligence Committee. c- ¢ <o % oL :

electronic equipment to the-CIA and the Pentagon,
bought Air Asia Ltd. from the CIA for $1.9 million’
in cash. An audit of Air Asia, a Tajwan-based air-
craft maintenance operation,:showed the: compa-

ny’s net worth was $3.4 million-on March-31, 1874,

M )
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WASHINGTON

E-Systems Inc. of Dallas, Tex,

" bought Air Asia Ltd., a CIA—owned_
firm based in Ta1wan, in 1975 for $1.9

" million. An audit of Air Asia showed

- that :the firm's net worth --.the .
amount by which its assets exceeded

" jts liabilities — was $3.4 million.:

" E-Systems is a large government
contractor - that - provides sophisti-

‘cated equipment for the Pentagon,
~‘the CIA and other agencies.

£

- The CIA sold one
. of its front commpanies for $1.5 million -
" less than its stated net-worth, gov—~:
- ernment documents show.

» _the sale

STAT

THE PHILADELPHIA INQUIRER

13 July 1977

“. Air Asta did. about‘ $12 rﬂtlhon

- worth ‘of . business in 1975, inainly at -

an aircraft base on Taxwan where. ¥
‘abouit 2,800 employes. do . contract -
maintenance on military and com-
mercial aircraft in the Far East.

The documents on E-Systems’ pur—‘
- chase of the firm were released by -
Rep. Gerry Studds (D., Mass.), who

asked the CIA for m.formatwn about .

K 0T ;":.; ey L,
."v--’?. It B N

Eéss ﬁa Eﬁ a‘é,g Vﬁ?ﬁé

Air Ama was 5016 by Air America,
the CIA-owned company that ran air-;.
Tlines in the Far.East and Southeast -
Asia and; provided transportatxon for'--
‘ -vanous CIA projects.

The audit, Studdw releascd was
dated March 31, 1974 by the accmmt-
, ing firm of Coopers & Lybrand, and
Wwas an appendxx to a classified Gen-
era! Accounting Office report. : ~ %

~ John Kumpf, an E-Systems spokes— :

man, said the net worth shown by the
*audit of Air Asia, dated Jan. 31,1975;
- He cited a second Coopers & Lybrand
- audit of air Asia, dated Jan. 31, 1975,
"~ showing its net worth at $3.2 million. -
He claimed that even that figure
was too high.
" Nevertheless, Kumpf sa1d sy ra‘
not denying” that Ax.r Asna was a

-

2'~L"“

goodbuy. - o e

e epemae L oal W L AR
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PARTICLE APPEARED

~ _ deal was a profitable one for E-Systems, since an
audit of the Taiwan-based company showed its net .

| yesterday. ‘‘We feel that was understated. Sine we

‘tams in terms of assets, it was a good one in terms

ON PAGE _ A Approved For ReleaseT2004/A0M3{ 6 TIA-RDPS8¢CRIESROGG20(
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A large government contractor purchased a for- '
mer front company from the CIA for slighty more .

tl't:!an half of its net worth, government documents
-show. - i :

The CIA sold Air Asia, Ltd,, to E-Systems Inc. of
Dallas, Tex., for 31.9 million in cash in 1975. The

worth was $3.4 million. - Lo

- A E-Systems spokesman said the p{xrchase was
Lo TR T S TR T

a good one for the: manufacturer of sophisicated
electronic gear, but he insisted that Air Asia’s net
worth was inflated intheaudit. 7 =+ o = :

VAT Asia was part of Air America, the CIA-

owned company that ran airlines in the Far East
and Southeast Asia and provided transportation
for various CIA projects. R

AIR ASIA DID about §12 million in contract

maintenance on military and commercial aircraft -

in the Far East in 1975, mainly at a huge aircraft
base on Taiwan staffed by about 2,800 employes.
Rep. Gerry Studds, D-Mass., asked the CIA for
information about the sale. He released the CIA’s
reply plus the audit dated March 31, 1974, by Coop-
ers and Lybrand, a large accounting firm. The
audit was an appendix to a classified General Ac-
counting Office report. .
-~ John Kumpf, an E-Systems’ spokesman, said
the net worth shown by the audit was overstated.

He said a second Coopers and Lybrand audit of the |

Air Asia, dated Jan, 31, 1975, showed its net worth

at $3.2 million, ~gs - C .
He said even that figure was toohigh.. . .

- s'9fe want to make clear that we assumed some

major liabilities. The biggest one was-an emFloye

retirement or termination obligation,” Kump said

acquired Air Asia, we have paid out more than
that (the estirnated liability).” 5 , =7 ~ . - Sl
Nevertheless, Kumpf said, *We're not denying”
that Air Asiawasagoodbuy. =~ =% 7 . :
_Not only was the purchase a good one for E-Sys-

T Y R

consummated on.Jan. 31, 1975, Air Asia earned
$1.35 million in profijts, a CIA document revealed. .

E-SYSTEMS PAID only about 1.5 times earn-
ings for Air Asia. By comparison, recent stock
market prices show that one would have to pay 10
times earnings to buy all the stock in American

Telephone and Telegraph and seven times earn-

ings for General Motors. : . ,

E-Systems has had a long, close relationship
with the CIA. - SR S

The company is a major provider of secret elec-
tronic and radio equipment to the CIA and the De-
fense Department. One of its specialities is the so-
called “electronic warfare” equipment that was
used widely in the war in Southeast Asia.” L

In addition, W.A. Raborn, a CIA director under
President Lyndon Johnson, is on the firm’s board
of directors. A former deputy CIA director, Lloyd
K. Laudgrdale, is a company.vice president.

of profits, In the 10 months before the deal was

»

=]
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CIA Supplier Euys a 1A Bm gain

By Evans Witt

Associated Press
Thc CIA sold one of its front companies for 81.5

. million less than its net worth, government docu-

ments show.

Air Asia Ltd, a CIA front based on Taiwan. was
sold in 1975 for $1.9 million when an audit showed
it was worth $3.4 million. : :

It was a good deal for the buyer, E-Systems, Inc,,
of Dallas, a large government contractor that provides
highly sophisticated electronic equipment for such
agencies as the Pentagon—and the CIA,

Air Asia was sold by Air America, the CIA-owned
company that ran airlines in the Far East and South-
east Asia and provided transportation for various CIA
projects.

Air Asia did about 312 million in business m 1975,
mainly at a huge aircraft base on Taiwan. where
ahout 9,800 employees perform contract maintenance
on military and commerical aircraft in the Far East.

The documents on the purchase by E-Systems were
released by Rep. Gerry Studds (D-Mass.). who had
asked the CIA for information about the sale.

The audit Studds released was .dated March 31
1974, by Coopers and Lybrand, a large accounting:
firm, and was an appendix to a classﬂ?:ed General Ac-*
counting Office report. ;
* John Kumpf an E-Systems spo\esman said the-
net worth — how much assets exceeded liabilities —
shown by the andit was overstated somewhat. He
cited a second Coopers and Lybrand audit of Air
Asia, dated Jan. 31, 1975, showing its net worth at
$3.2 million. And he said even that figure was too
high.

Nevertheless, Kumpf said, “We're not denying”
that Air Asia was a good buy. .

Not only was the purchase a good one for E-Systems
in terms of assets, it was a good one in terms of pro-
fits. In the 10 months before the deal was consum-
mated on Jan. 31, 1975, Air Asia earned $1.35 mil-
lion in profxts a CIA document revealed S
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E-Systems has had a long, close re-
lationship with the CIA.,

The company is 2 major provider of
secret electronic and radio equipment
to the ClA and the Defense Depart-
ment. One of its specialities i3 the so-
called “electronic warfare” equipment
that was used widely in the war in
Southeast Asia.

And E-Systems runs the listening
post in the Sinai Desert between the
Egyptians and the Israelis, under con-
tract to the U.S. government.

E-Systems has other connections
with the CIA. A former director of
the CIA, W.A. Raborn, who developed
the Polaris submarine, is on E-Sys-
tems’ board of directors. A former
deputy CIA director, Lloyd K. Lauder-
dale, is a top vice president of E-Sys-
tems.

[E-Systems has been under investiga-
tion by the Securities and Exchange

Commission for éllegedly baying s1.3

million to the Korean Research Insti-
tute, a Seoul-based marketing consult-
ant firm, to obtain military contracts
with South Korea. The money paid to
KRI, according to sources familiar
with the investigation, was transfer-
red back to the United States, where
it may have been used to make illegal
payments to American officials.]

E-Systems’ 1975 purchase of Air
Asia was a logical extension of its air-
craft maintenance business in the
United States, which totaled $33 m11
lion in 19786.

E-Systems is also heavily mvolved
in sales in the Far East, particularly
to South Korea and Taiwan. One of
the contracis held by Air Asia.is with
the Taiwan government for mainte-
nance of F-4 fighters supplied by the
United States. -

E-Systems does not prov1de hfrures
on any subsidiary’s profits, and none
on Air Asia since its acquistion. .
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pres 3
55 electromcs fxrm has castxgated asy
y’2sthe.decision of. ‘the Justice De-~
«‘} partmen } to mvestxgate queshonable.
. procedures'in “the award of a $2.9 million -
zmlntary radxos for South

:"Korea. %
e The'wmner of the award granted by
e the*US Afmy. as part of its foreign mjli--
'tary-sales program, was ‘the. Dallas-based—
" electronics’ arconglomerate -iE-Systems;:

which: has-been under investigation by -

o the Securities. and Exchange-Commis~
*_. siom-in connectmn w1th the Korean bnb—
D ery scandal."” : '

" three occasions in 1974 was Bristol Elec-
. tronicsof New Bedford. On-the Army’s
= fourth request for bids, the ‘contract was.
| awarded to E-Systems — after_the Army.
l yntract specnfncabons- Un-'

de
P System& and the Army; exercised an. ‘0p~

~million award to $11 million.”

: 'Systems as. vxce—premdent for new
' ness development ‘A Former’ v1ce-pres:— '
- dent "of "E-Systems, {Harold L. “Browns:,

Thé:] ow?. bldder for the 'contract on 7

*vealed information that_he-feels-
“cast further ‘doubt on the validity of thel
- award K, E-Systems J'I ve got 200 e~

CSTAT

‘the final contract: arrangements«

1on-whereby addmonaf Tadio units were
sold<to- South Korea' at- “much-higher
prices; bringing the “total value of the $2 9

“The™Army - official ‘in ‘charge OE the
award, Eugene E. Berg, later joined: E-

man, “succeeded Berg as Assistant secre-
Yary of the Army For Log,xstxcs and In—
: antol Electromcs Presndents V. Rev—
zin said in a telephone interview’ with the
‘Phoenix last week that he feared ‘for. the!

* financial future of his company if here-
would

COI\U’E!(. t

- But Assistant Attorney GeneraI For the
Cnmmal Division:Benjamin Cwnlettz re»-

plied in a letter to, Studds that“we- have;w

23

found nothing’int the material which you

furnished us orwhxch we have recewed :

from the Houss Ca
ment Operatiéns-toindicate
_tial for criminal. conduce.’;

. SEC records ot fxle ine: Washmgtow
- show that five South Koreans involved in :

“ the E-Systems:investigation -were sub-‘
poenaed to furrush records of any . com— A

“munications.. they mxght have‘ had Wlth‘i
MEMCOR:-a divisior of E:‘Systems that.
“manufactured? tfte radios for SotthiKors
“ea. An attomey‘ =fo1 the Koreans has told
the SEC that.such records as may. have-

s T . 2
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existed have béen taken to: South Korea.’,
ems”; sales increased ;from.; $&1.9a
xmlhon i 975 t07$119,3.in-1976, Its of =
“ficers-inéclude” William E.“Rayborn® ‘and.
. Lloyd K::Eaudeérdale, each of whom once:
“directed the CIAs scienée and. technofagya.
“division, and Harold Brownman’- who. was
»once depu?r irector of:; thrtIAa for:
specnal prcqec , ,"A recenta qmsnﬁon of
i} the - company-was-Air 3

‘most oF whxch are’ classnfzecf:f;Ehe com-n
" pany keeps-up+’customer rela tong'“with’
Brazil, Germany; Indonesia, Irank Italy,
Japan, South Korea and Egypt:Some 85
*petcent of E-Systems sales-m'197 :

Jushce Department-to ('xpfam }tow tt ar—
“rived at itsconclusion that-there-was’ noh
“suifficient evidence'to warrant'an’ mves«
- tigation of the:E:Systems contract:'[ am’]
- puzzled by your “apparent decisiort to-rely ]
ility to provxde you with']

fot a formal mvesnganom ol Studds wrote::

evidence in o er to arrive“at a: decxsxon.?




Approved For Release 2004/10/13 : CIA-RDP88-01315R000200420001-9

mwnth the country it symbol-
1 R sfremzth and ing s

%\ Y our 1976 E-Systems Annual!
= Report contains a capy of the
ompany’s current capabilities
brochure. Rather than attempt- '
bically portray the
Systems product story through
he pages 0;‘ this shareholder
report, it 15 practical and econo-
imical to include this new bro-

ions about who we are and
hat we do.
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E-SYSTEMS

The world comes to us with its most difficult problems.




E-Systems

The world
comes to us
withits

most difficult
problems

Electronic Warfare,
Intelligence,
Reconnaissance,
and Surveillance

Command and Control

Aircraft Maintenance
and Modification

Guidance, Controls
and Navigation

Communications and
Data Systems

Introduqtigb,




We put technology

tL
1o work in _{),4\‘/¢»/7/(1//z‘ z&ﬂp r°"e‘?‘u'i?\’1§8!ﬁ&??r32% 10113 C

to solve the problenss
of vuer tine.

E-Systcems develops and
produces high-technology
clectronic systems for com-
munications, airborne and
other applications. Svstems
that are frest. Syscems that
arc onc of a kind. Svstems
that require an unusual
blending of technologics,

W are a diversified
company with about
11,000 employees and over
300 million 1 annual
sales.

The people of E-Systems
have been remarkably suc-
cesstul at solving problems
that have no precedent.
That’s why the world
comes to us with so many
of its jobs.

The clectronic peace
monttoring system in the
Sinai Desert between
Egypt and Isracl was a
quick reaction challenge:
We designed ie, we
mstalled 1, we operate it

The huge radio eele-
scope that puts humankind
closer than weve ever been
to the 100 billion stars in
our gulaxy: E-Systems
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designed munutactured
1.000-1oot diameter hema-
spherical dish,

W buld the shock
suppressors that prevent
damage within nuclear
power plants as aresult of
carthquakes. We build the
throttle control valves used
to mancuver the | 'émg
Landers that survey Mars.
We design and inseall the
commuand and control sys
rems for the Advanced Air
borne Commuand Post flect
that serves the highese (1S
AUThoriries.,

Another reason ISy
rems gets so many of the
world’s hard jobs 1s
that we're prepared tor
them. We are prepared
because weve trained oun
selves to anti ipate the
world’s critical needs wirh
quick reaction capabilitics

For oxample. our
Fnergy Technology Center
is engaged morhe develop
ment of dernate non-tossil
and non nuclear sources of
solar and geothermal
cnergy,

Another arca where b
Svstems foresteht is evident
1s i the ficld of Electronic
Wartare: Suddenly this
l‘(‘]Llrl’V('l\' new 11”(1 SUP(‘I'
sceret field has become the
fastest growmg segment of
the detense budget. One ot
the few suppliers in the
ﬁ(‘hi with . pl‘()\'(‘(] record
15 E-Systems.

The tollowing pages
expand on these and other
highlights trom our major
arcas of capabilin

|

Coafriaic TEowongmivs oo on
Dolle

I



2 Electronic Warfaae, ov I’; Jie h}/ rdcto) 6}0 Yol
Intelllger!ce, ef}m/ /)m“e ,?gﬁ oK 13:
Reconnaissance,
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and Surveillance , ]
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uf Llectronc W i
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L NYSEERs e [Yon:
COMINT e FEANT 10
Mo KEFL

(DIIESTR NN

{ 3!'/'('//)//‘ I

oy on e of the
few coripanies e the
world qualihed m the
devclopmenc ot omples
for sen

clectronie sastenns

wosi it contes o and sen
son it analvsis 1 ke

forcdiont romasonad e
Fi
e b ent
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asive
e systems. S pronecied
the systems concept m 1
toiclligence and Recon

el

of the acknowledged lead

RHIRRINER N e one:

Mission (SEMy and the

us in the Iqu( {ly-¢: égndm;
RRPQ 3(1ﬁ 90200429%)1190 the Mission

\\ Allf‘ll(.

While E-Systems is
widclv 1‘(1()‘141]1/,(«{ tor
achicvement mall these
areas of mitlitary clec
tronics, the company s
perhaps most highly
reearded tor being able to
doliver systems, on sched-
ule, capable of operating in
whuever environments
they are needed.

[ fie Sincts Mopitornig
Settion,
trom the U

il'ln\ 'Miunmcm

S, State

i Ba:p;n'rm(;m m\'olv(‘d the
desyn and msallation of a
svstem to protect the peace
(11 the St Desert, Te
iciuded the mstallation of
scnsor ficlds m the Giddi
and Mitla Passes to enable
neutril observers to be on

et against truce wreg -

ulhartoes. Tealso included
Fanlding the living and
working tacilities tor the

Amertcan volunteers
operating the Sinai Field

N
00420001-9

with b Svsiems spectahises
Feosvsterns was awardo:s
this contiact COMPCTT
tion with nve other
companies. Aneven greares
challerge was the task of
gerting the sestem st
and operatmng in sixow e
Lewas crticady import
thar SEM

ready 1o mmove into the

rechnicrans b

when the occupation
troops departed. The serse
Helds were operatng on
tme twes davs ahead
schedele, ntace

I Svstems has extensg s
CNPUTETCC W ith mtelh
genee gatherng systens

Al kinds, W e have becn
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involved with one la

program on a (kvd()&P

supplier/ operator bms tor

morc than 12 vears.

Maore than 20 years' expe-
rience. We pioneered the
systems coneept in the
Intelligence and Recon-
naissance ficld. We have
developed airborne,
ground-bascd and ship-
board systems.

These include combina-
tons of sensors such as
clectronic recervers, infra-
red and ultraviolet detec-
tors, television, lasers, and

ol
TN

ved

s( )11 ticeed wlu)t()g,v dw e

eleas 2004M

u]m )m(m
Our Intelligence and

R econmussance systems e

uscd to collect, record.,
incerpret. and analyze car
get signature data They
also are used to derive
intelligence regarding Toca-
tion, funcuion and operac-
ing characterisngs,

To support these many
programs, E-Systems has
Liborarories aned test facili-
ties that are among the
most advanced and exten-
stve 11 the ation.

v
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Proneer i the ¢ émm/m

tarce 1s the fastest growing
scgment ot the detense
budget today. Attention
has focused on chis devel-
oping arci of detense capa-
bility for two rcasons.

First, reeent mi]it;n'y his-
tory in the Middle East and
Southeast Asia proved that
clectrontc wartare tech-
niques can be dectsive in
modcern combat.

Sccond, Electronte War-

bare systems can mean i
more cconomical detense.

00200420091-9

1 hey
ive method of redue
mng the amount a nation
has to spend on the mo
conventionl wpes ot
detense,

L-Svstems for many
vears has devel oped wandd
]m)dmui EN systemis fon
. and, sea and s SIS

e e the only Lirg:
EX suppher that’s also
Major contractor tor an
cratt moditication. FThs
makes us the company
most qualitied to tegre
e produce complere i
borne BN systems.

Yo hunve pi()nccra‘d 1
the design ot clectront.
countermensures (ECM
ane clectronie counter

provide a proved and

¢

countermessures (BCC AT

SYSTCMms ]({ SUDSYSTCT

Actire and passive st

Inth

tems has delivered jam

Cactve area, B-Sy-

[ Newere Moggrtanizng Station i
the Noadl Dot opervatunil

2é devs it i ko,



ming and deception s K
tems that operate rlnodp
asignificant portion ot thc
radar frequency spectrum.
Orther active-arca products
include fuzing systems and
PrOXIMIty sensing devices.

Our Mini-RPVs (Minta-
ture Remotely Piloted
Vehicles) serve as airborne
plattorms for a varicty ot
clectronic pavloads.
Emploved as a harassment
vehicle, they carry televi-
ston systems, jammers and
tactical strike support clec-
tronics. These atrerafe are as
cconomical as they are
cffective. They offer maxi-
mum flexibility to defense
planners.

In the passive sector,
E-Systems makes transmit-
ters and SIGINT recervers
including COMINT,
ELINT, detection sensors,
signal processors, radar
homing and warning
devices, demultiplexers,
and intrusion detection
devices.

The AN/ ALD-8s. This
15 a third-generation air-
borne signal measuring sys-
tem developed by E-Sys-
tems. [t provides a VHE/
UHF directiondimding
capability tor reconnais-
sance.

The ZAN/ APR-39. This
lighrwcight airborne radar
signal detection system
provides carly warning of

d(lesUpP()ltLd antiaircraft
sites. Tt has wide applica-
tion on helicopters and
fixed-wing aircrate.
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Command and Control

bt
cutomal ically availible to
wonerat aviation piluis thrvugh
this flepht servace station
Al

e i foriedlion

apend il Bedy
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e Neitionial Conndnd
Authority and the Strategi
Ay Conticnnid.
< Automated flight servie
stations for the 1AL
s High-pead il bandlng
systems Jor the U, Postal
Sevvice cnd Dol eolune
eyl ey,
Origimally, Command
and Control programs
undertaken by E-Systems
were almost enurely

defense-oriented. Today, we

apply our C smmmand and
Control teehnologies com-
mercially as well as mil-
tartly. Our systems for
mformation gathermg and
OPCETIONS TTENLECMent
have very broad applica-
1Hons.

Arrborie conmand povis.
For 15 vears, 1 Systems has
heen the nanon’s number
one supplicr of strategic
and tactical arborne com-
mand posts.

The primary program m
this arca s the Advanced

CIA-RDP88-01315R00020042000



Airborne Command lﬁﬁbrové’&hﬁr‘ké’lé‘é@élfﬁ)ﬁ Aons -

flcct. This program
involves the design,
configuration, systems
ineegration, and insealla-
tion of the internal facthi-
tics 1in a fleet of Bocing
7A7-tyvpe atrcratt. In event
of a national emergency,
these aireratt would be
uscd by top US. civilian
and military leaders to
dircct our military torces
around the world.

The clectronic systems

firse-priority fleer mclude
rachios, radomes, com-
puters, data ks and dis-
plavs. Internal facilivies also
include operating, quarters
tor a bartle stafl represent
mg the highest echelons ot
the US armed torees ansd
government.

Automated aviation v
tenis. L-Svstems was
awarded the development
contract to modernize the
Federal Avianion Adminis

[N R IRV R

NN eI

it 4 an ot

coni Ay Ao
/ pifiiiy e i
(RN Y T TR

CHAIRDP B 54860020042000Y-9¢ v 1oPer of the pro

tions. The system, callec
AW ANS (Aviation

W eather and Notice to
Atrmen System), electroni-
cally streamlines flight ser-
vice station capabilities by
automating the processing
ot weather information
and pilot flight plans.

The FAA 15 evaluating
the two tactlities we have
completed — one at
Atlanta, the other near
Washington, D.C.

i fedr
Frpliisey 7

easgie s i

TOTYPIC SYSTCM, WC CXPCCt 1
play 1 magor role in help-
ing the FAA modernize alf
1ts stations across the
country. Weve also deliy
cred an awtomated fligh:
OPCTATIONS MENAZCMent
system to Continental Air
lines.

Automated mail
Dtnedlnieg vystems. We
helped develop the proto
type automated post otfice
tor the ULS. Postal Service
Large volume mail-han-
dinyg, commercial mstalii
Hons fave been provide
1o the Internal Revenue
Scrvice, the Franklin Min
and New York's Crabank
Were bidding to automure
mational postal systems tot
Othes countries, too.

W ve done more of
this kind of automation
than un other ULS,

LOin %)}i”\',
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Aircraft Maintenance
and Modification

This fleght proficiciey airoraft
Jor N AN S ntionanty 1
peciniceiired Inoan ISyt
warlnidrany it the Jobmon Spac
Caonter near Homton,

tor i the Amraralt Mamite
penice and Modijrcation fidd.
* Responsible for vt
of the Specrad A Mansion
fleet . cnd neony U.S. Caistone
Serrice, S oLy and
NASA i l'zl//,
= Operator of the thee large
arvhese Jacilitey where this
work i jrerjornied

Atrcratt Mamntenance
and Moditication was this
organization’s original
business. We know our
way around wrtrames bet
rer than any other modih
cation compam m the
Wi )1-1(1.

Ui oo~ o Bastorn

VY I S R LS R /A U

Bl Miedd

e

Y el s
Jrectioeds con T NTA

andu i Sd e
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1ts su
adiarics have recondi-
toned and modificd more
mulitary aircraft than any

tor, F-Systems anc

other company.

Weve given second life
to thousands of worthy air-
craft like che C-A47,71-33,
DC-s, DC-9, 727, C-130,
and the E/KC-135.

A good, recent example
of this restoration capabil-
iy 1s our work on the -1

Phanton 1L There are more

I-1s operational today than
anv other military aircraft
i the world.

W also take dozens ot
ditferent aircraft types and
eive them new and highly
sophisticated capabilitics.

Top provrity aireraft. We
provide maintenance for

cot, more than 20 airer
including VC-140s and
V(-1 37

W/ re responsible tor
large portion of NASA an
cratt. We mstall equip-
ment i the ageney’™s Coao
rescarch nrcratt. And we
maintain the amreraft thi
the astronauts tly.

[ aroc carbases o the €0
and Ava. E-Systems
operates the chree big tac
ities where our modih-
cation and mantenande
work 1s performed. Twa ol
these are e the TS, and
onc  the largest in Asi
s i Larwan,

Vovor s miaenes o 4 for 1
NN
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looal cutry of
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* Automatic flight con m/ y
for jetliners wsed by mios (P ik
00 civlimes.

* Bl control systems for
emical procesy industries,

* Shock suppressors aid acee-
sories used i niclear power
Pleints.,

* TACAN narigation wup-
ment for the U.S. Air Force
and Navy and wmmiercial
customers worldwide. And
VOR/DME systems for pri-
rate and commercicl avic-
tion.

-Systems has always
taken an open-end
approach to technology.
One product or application
has inevitably led to others,
Nowhere 1s this more true
than m the arcas of Guid-
ance, Controls and Naviga-
tion. In these diverse ficlds,
our multi-discipline teams
continuc to find new mar-
kets and ro expand deliv-
cries in existing markets.

DYependablc and acaran
TACAN "Domang” systemn devel-
opecd for the S e parces
Joriel crraiin application o renude

ALvkens dritlnng plaform.

128y stemi provices
hapboard commiinalion
N 1o Teccrte did proess
e flighis data from the
Nty et arfeci-lo-an
Standard Mivwile 2.

dl [ Hé’ é//“%tfi/ﬂﬁn CIA-RDP88-01315R000200420001-9
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VOVCTY M Or -
linc mn the world (more
than 90) depends on thgh
controls manutactured by
E-Systems. This ecquipment
mcludes artiicnl feel and
trim systems, hvdrome
chantcal servos. actuators,
and control modules.
These products are original
cquipment 1 the Bocing,
THO7.727.737 and 717 and
the Lockheed To1011 iy
Ntar. W
trols directly to the arhines
s sparcs.,

The Bell 2220 = Bell
Helicopter's fiese all-com
mercial helicopter uses
L-Systems hvdraualic actua
tors i 1es main and tail
rotors. The | mg Landers
that survey the surtace of
Mars were mancuvered by
our throttle control valves.

Muisile controls. Tn sup-
port of ULS Navy flect
exercise misstons and tor
forcien governments, F-
Systems produces guided
misste telemetry sers and
excercrse heads which
replace the tactieal warhead

“also scll these con-

Guidance, Controls
and Navigation

Tivund contiod e derd
aped I 1Syt bdped

s il ddowant uf i
Viking |ooilor mr Mo,
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in practice exercises. These
data transmitting scts arc
used on Tervior, Tartar,
Standard. and Tulos guided
missiles. This E-Systems
hardware telemeters missile
flight data to surface sta-
tions for missile in-flight
pcrform;mcc monitoring
and permanent recording
for subsequent flight anal-
ysis.

Flow controls. We've
applied our flight control
expertise to flow control
products for the chemical
process industrics. We're
providing these industrics
MOIC ACCUracy, CConomy

Lotkbued Tivhlar
AP TR R M

and flexibility than they've
cver had before. Our sys-
rems permit the use of
low-cost centrifugal pumps
instead ot expensive var-
able-speed pumps.

Shock suppressors. We are
supplying hvdraulic shock
suppressors and accessorics
tor the growing number of
nuclear power plants. The
suppressors are designed to
protect the nuclear plant
piping against damage
causcd by carthquakes and
other shocks. The contract
trom General Electric
Company makes us respon-
sible for design as well as
production.

TACAN cned
VOR/ DM systems. Our
TACAN systems are used
around the world for air
navigation by the US. Air
Force and Navy and by a
number of Free World
COUNtrics.

An airdroppable ver-
ston, which weighs ()nly
onc-tenth as much as the
original, has been devel-
oped for the Air Foree.

TACANs ability to
guide aircraft to safe land-
ings in bad weather and in
MOUNGUNOUS terrain
makes it commercially
attractive. The system is
being used by a commer-
cral airline that operates in
the Rocky Mountains. O1l
companics also are using
our TACAN rto guide heli-
copters onto oftshore rigs
in all kinds of weather.

Our VOR/DME (Very
high trequency Omni-
Range/Distance Measur-
ing Equipment) is used in
private and commercial
aviation worldwide.

Production of autonatic flrght
controly and warrgation aids
requive the serrice of sone of
F-Systenn st (xacting techng-
[RAYAN

A hiphly suphinticaicd ground
navigational aid. developed by
the compamy . wnderocs evalia-
(i0n adl o remol creiian di-
port o U ib,

The doikined 11011 Tri-
Star ol all Buetny copner-
cral caircraft e F-Systens
flight controly cvery day
arviend the world.

Approved For Release 2004/10/13 : CIA-RDP88-01315R000200420001-9



* World's No. I supplier z[
militavy vadios.

» UHF systems Jor military
and air traffic control conr-
INURICALION.

* Pioncer in developing digital
Systemis /m mmz/u/)d/ omer-
cial and military customers.

* Prime technical consultant
Jor microweave telecommunica-
tioms systenis in 20 nations.

* World's No. 1 supplier of
large earth station antenncds
Jor satellite communication.

A lot of hard jobs in
communications ar¢ hard
not just because of what
the equipment has to do
but because of where it has
to do it.

A radio has to be tough
cnough to work in an
army tank. A telecommu-
nications neework has to be
threaded through the jun-
gles ot Malaysia. An
antenna on an isolated
mountaintop in Calitornia
has to pick up signals
around the clock from a
satcllite 22,000 miles out in
spacc.

Thay E-Systemns-designed Ver)
Larpe driay of decp space
research contennas e New
Mexvco will be Jrlly apera-
tioad by 1980,
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Assignments like these
e For Rele
ZIVES to l:—Systcms.

VILE comminniceations
syystems. -Systems has been
the world’s largest producer
ot military radios for some
time. Our radios are the
standard 1n dozens of
countrics. We have pro-
duced more than 300,000
VHE military radios.

We are the only manu-
tacturer ot the solid-state
radio that s standard with
the ULS. Army for tanks,
trucks and jeeps. We are
primary producer of the
Army’s standlard backpack
radio. E-Systems also pro-
duces two military radios
for aircrafc and helicoprers.

The company has
expanded its ractical radio
leadership role to include
depot and field testing and
training around the world.
This system’s coneept has
led to continuing growth
in this capability arca.

FltSatCom. For flect
satellite communications,
[-Systems is producing a
new UHFE terminal (the
AN/WSC-3 or "Whis-
key-3") tor surface ships
and submarines. We also
provide the spacecratt
UHT recciver subsystem
tor the Fleet Satellite Com-
munication system. L-Sys-
tems spect: Jists were the

a6 200410713 :

ones who established

FIRRRER (§r9?t~°¢11§399ﬂ%°°42°°°1 9.

for worldwide communi-
cations between operating
clements of the armed
torces.

Other ULLE systems. W e
have provided UHFE sys-
tems for the Airborne
Command Post program
since 1961, We supply a
number of cquipments for
the US. Air Fored's new
E-3A Airborne Warning
and Control Systems
(AWACS) aircraft. Our
UHI systems are also used
with Marinc and Navy tac-
tical data systems,

Other uscers of our UHF
systems: The US Navy's
new Sprtence class des-
troyers: the Canadian
Armed Forces: European
air tratfic control systems:

NATOs NADGE

Communications and
Data Systems

CIA-RDP88-01315R000200420001-9



program; and Mzmutenian
[CBM missile launch sites.
Digital systens. E-Sys-
tems made it possible tor
public safety agencies to
automate their dispatch
and information manage-

ment functions. The sys-
tem is called DIGI-
COM™. It uses RE digital
Communications to give
police and fire chicts total
management control of all
their resources — person-
nel, cquipment, informa-
tion. DIGICOM systems
are in service in several
cities in the Western
Hemisphere.

Another all-digital
advancement trom E-Sys-
tems 1s our speech process-
ing system for commercial
and military customers.

This voice processor pro
vides simultaincous vorce
and data ransmissions on
the same line. The addicon
of an cnaryption device at
cnd allows transmission
securtty. Even with the
sime machines, it would
take unauthorized persons
vears to break the code.
Because the system trans-
mits informacion digitally,
it can be muluplexed with
other dara bit sereams to
allow simultancous voltcc
and data transmissions.
This capability can dramue-
icallv mcrease the
ctiicieney of leased tele-
phonc lines.

Our UYA-7 worldwide
digital communications
svstems are used by the
US. Army, Navy and Air
Force. 1t's a near tool-proot
system for command and
control because of 1ts anti-
jam features.

Telecommnacations sys-
tems. T-Systems has been
the technological consul-
tant for some of the
world's longest telecom-
MUNICAIONS SVYSECMS, SCrv-
INg OPCTtions 11 more
than 20 nations on four
continents.

Onc of our integrated
national teleccommunica-
tions svstems serves the
public and private needs of
an Centire Country.

The company produces
a broad linc of data printers
ranging trom pocket-size
to alightweight, low
power consumption ther-
mal version used on
NASA’s SEylab for com-
munications with ground
Stations.

Satellite carth station
antenics. We service
modcls thae can be erected
in the ficdd in four days by
tour workmen without
Cranes to 32-meter
antennas for the INTEL-
SAT network which can

withstand winds to 210
miles per hour, We've sup-
plicd more rhan 100
antennas of a large diam
ceer size to the US. and
28 other countrics. We
also provide complete
antenna control systems,
trom basic pushbutton
tvpes to highly sophistr
cated systems with clab
orate digital control pro
VISIONS.

For the National
Science Foundation E-Svs-
tems redesigned and reno-
vated the 1.000-foot diam-
cter radio telescope at
Arccibo, Puerto Rico and
is building and installing 4
Very Large Array of 28
antennas i New Mexaco
for deep space research.,
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MARU[ACTHIING dTed (Jdr lejt )
conres o wide varicty of bighly
w/)/}/\//ul/u/ COMMINRCAT 1M
SYNTCIIN [T MY CHNTORICR.

The company i o prime con-
Licctor Jor piany uf the comr-
PIRICAT NS cgrdpiients for 1
{08, Narys FiSatCont ¢ Fleet
Satellite Commninication )
VySlean.

1 u//f//hl)/) contmies 1o e
the world's ledadime producer of
persoiel vcicidar anid i
Loviee feacticail commiuirications
adenss Licft o

The Air Fovee's =321 Cabore )
Adrborie Warning and Con
prod Svsiom ¢ AW ACS, con-
rai i brod spectriend of
FoSyatens CTTE radios,
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- CORPORATE ELECTRONICS AIRCRAFT
16 E-Systems Approved FarReleass 2004/10/13 : CIASRDP88-01315R00020042000:8 TMS GROUP

oPerat'°ns E-Systems, Ine. Garland Division Grreenville Division
6250 LB Frecway P.O. Box 6118 P2, O. Box 1056
P. O Box 6030 Dallas, Texas 79222 Greenville, Texas 75101
Dallus, Texas 75222 (214) 2720515 (211} 1953450
(211 6611000
Melpar Division Serv-Anr, Inc,
ESY EXPORT COMPANY 7700 Arlington Blvd. 16915 El Camino Real
P.O). Box 6050 Falls Church, Virginia 22040 Suite 101
Dyallas, Texas 79222 {703 S00-5000 Houston, Texas 77058
(214) 661 1000 {7 1A) AR88-6811
Montek Division
2268 South 3270 West Air Asia Company Limited
Salt Lake Citv, Utah 84119 Tainan Airhicld
(8017 9731300 Tainan, Tawan 700
Republic of China
TAL Inc 2340
P. O, Box 21
Falls Church, Virgimia 22016 ECI DIVISION
(T03) 5738086 PO, Box 12218

1501 72nd Street North
st Petersburg, Florida 33733
(8157 A81-2000

PRODUCTION
ELECTRONICS GROUP
Memoor Division
P.O. Box Siv
Huntington, Indiana 46750
(2 19) 3950-1 300

Mewrcor Dirnion Medpar Divnion

Clarland DDivivion

1y ot Company Limited
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E-Systems (Domestic)

LANGLEY-HAMPTON

(International)

Customer relatidperoved For Release 2004/10/13 : CIA:-RDR88:0%318R000200420001-9

BOSTON
9 Meriam Strect, Suite 22
Lexington, Mass. 02173
(617) 8619050

offices

DAYTON
P.O. Box 3034
5030 B. Broughton Place
Dayton, Ohio 45431
(513) 2548164

EGLIN-FT. WALTON BEACH
FOCOIN. Inc.
233 Yacht Club Dr., N .15
Fr. Walton Beach, IF 1.1. 32548
(904) 2435-0127

FI MONMOLUTL
Holiday Office Center
P.O. Box 38
121 Monmouth l’;lrszly
Wese Long Branch, N. ] 07704
(201) 222-0565 ’

Sere-rer. bic.

cenville Division
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Hampron, Virginia 23666
(804) 838-2010

1.OS ANGILES
5430 Van Nuys Blvd., Suite 309
Van Nuys, California 91401
(213) 986-9963

OGDEN
P. O. Drawer 202
5523 Painters Protessional Plaza
Roy, Utiah 84067
(801) 825-7756

OKLAHOMA CITY
P. O. Box 15420
Oklahoma City, Okla. 73115
(’1()3) 7377610

ROME, N. Y.
P.O. Box 767
Rome, New York 13440
(319) 336-1911

SAN ANTONIO
7059 San Pedro, Suite 803
San Antonio, T'exas 78216
(512) 341-3304

ST LOUIS
11960 Westline Industrial Dr.
Suite 322
St. Louis, Missouri 63141
(314) 576-1770

WARNER ROBINS
1. O, Drawcer 11
1704 Watson Bldg.. Suite 203
Warner Robins, Ga. 31093
(D12) 923-3616

WASHINGTON
1901 N. Moorc Street, Suite 609
Arlington, Virginia 22209
(703) 524-2310

BELGIUM, (BRUSSELS)
Av. AM, Coningham 1
Brusscls, 1050 Belgium
GAR-71-70 T'clex: 846-24452

BRAZIL, (BRASILIA)
Shi-Sul QI-4-1 Casa 21
Brasihia, DF, Brazil
48-1799 Telex: 391-611420

GERMANY | (BONN)
53 Bonn-BAD Godesberg
AM Fronhof 8
Federal Republic of Germany
2221-352021/22 Tclex: 841-883711

INDONESIA, (JAKARTA)
P.O. Box 359 KBY
Jakarta, Selatan
Indoncsia
773295 (Jakarta)

Telex: 796-44233

[RAN, (TEHRAN)
P.O. Box 12/1265
Tchran, [ran
840851 Telex: 951-212537

ITALY ., (ROM)
Continental Electronics
Systems. Inc.
Viu det Sansovina, 6
00196 Rome, Traly
306-6398 Telex: 843-81241

JAPAN, {(TOKYQO)
Room 401, Tanaka Bldg.
5-4 Nishi Azabu
Minato-ku. Tokyo 106 Japan
03-102-1367 T'clex: 781-26349

KOREA_ (SEOUL)
Yongsan P. 0. Box 72
Yongsan, Scoul, Korca
73-8887 T'elex: 787-28395

EGYPT, (CATRO)
P.O. Box 2657
Cairo, Egypr
982100 Telex: 9272096
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1976 was a milestone
year for our Company
because 1t marked the

seventh consceutive year of

significant profic gains. I
was the most profitable
year in our history. Net
income after taxes was
more than double that tor
1975, amounting to
$14,528,000 or $5.80 per
common and common
cquivalent share. Sales rose
26 pereent over the pre-
vious ycar to ncarly $320
million, our highcest ever.
Following its acquist-
tion on July 26, 1976, the
operating results of E-Sys-
tems new ECT Division in
St. Petersburg,
consolidated with those of
the parent company tor the
last five months of the
year. The addition of ECI
wis 1n line with a continu-
ing acquisition policy of
adding businesses which
are (()m]mtll sle with our
existing operations and
capabilitics. The ECI
acquisition resulted in cor-
pOrate Operations at ycar-
end that include seven
divisions and three subsid-

Florida were

ﬁ‘ﬁéﬁﬂ?}% 54414800200

Crsons.

I Atmbutc much of our
1976 pcrf()rm;mcc to the
(gcncmllv 1mpx<)vu1 ctti-
cieney of our people.
Because E- Systems, unlike
many other companics, 1s
not capital intensive,
human resources are our
most valuable asset. Instead
of investing vast amounts
of capital in physical cquip-
ment and facilities, we
depend more upon the
knowledge, motivation
and cftorts of our
cmployees.

Solidifying this concept
of “oneness” among
members of the “E-Team™
is our Employce Stock
Ownership Plan (ESOP).
Adopted in 1973, the
IEISOP has made cach
cmployee a sharcholder.
Both the Company and
the individual employee
sharcholder benefit. As
cach employee exerts his or
her best efforts, the Com-
pany benetits thtough
1mpmvcd operations and
the employee may be able
to gain through a possible
growth in the value of his
ESOP sharcholc hngs Thus
the goals of the employce,
the Company and our pub-
lic sharcholders are even
more closcly related.

Products and Customers

I-Systems record-high
results for 1976 stemmed
principally from improved
pufolm(mcc in most of
our product arcas, but

4?236 6}'1 larly clectronic war-

are an Lommumcatmns.

The Company booked
some significant new
orders in both the clec-
tronic warfare (EW) and
communications markets.
Togcther, these arcas
accounted for approxi-
matcly three-fourths of our
total sales. (The majority
of ECI's sales and orders
are included in the com-
munications product catc-
gory.) The remaining one-
fourth of the revenues
came from our other three
product categories — 1)
command and control; 2)
guidance, control and navi-
gation, and 3) aircraft
maintcnance and modifi-
cation.

Last year about 45 per-
cent of our sales were to
international, commercial
and non-defense US.
Government customers.
The United States Depart-
ment of Defense (DoD)
contributed 55 percent of
total revenues. This was
about the same as in 1975
(although the actual dollar
sales to DoD increased in
1976) and was down from
65 percent in 1974, Inter-
national sales posted the
sharpest increase to $119
million from $82 million.
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ookings plus the inclu- tomers. B-System ing system in the Sinat
sion of ECI, E-Systems been an acknowledged Desert. The system became
entered 1977 with a leader in this tech- operational ahead of sched-
record-high backlog of nologically-demanding ule and we completed the

orders of $303 million.
This was up 25 percent
from $243 million at the
end of 1975. As in the past,
the Company plans to con-
tinue cxpansion of business
to both DoD and to our
other markets. Our objec-
tive 1s to achieve a 50-50
split between DoD and
non-U.S. defense sales.

Business by Product Line

Electronic Warfare
capabilities at B-Systems
include the design,
imtegration and installation
of dectronic intelligence, recon-
nazssance, surveillance, and
electronic countermeasuve
(ECM) products and systems
m aivborne, ground and sea-
based envivonments. During
1976 electronic warfare
(EW) continued to be the
E-Systems product line
sales leader, with revenues
in this area of $124 million
and a year-cnd backlog of
$98 million.

Most market forecasts
indicate EVW will be
among the fastest-growing
areas of defense spending
for years to come by both
our Government and

business.

E-Systems booked a sub-
stantial amount of contin-
uing EW business, such as
alarge US. program in
which E-Systems has been
involved for over a decade.

Orders were also received
tor several new programs
with potential for future
follow on sales. For
example, we received a
$3.4 million letter contract
from the IBM Corporation
for initial development and
testing of the electronic
intelligence (ELINT) sub-
system for the U.S. Navy’s
Tactical Airborne Signal
Exploitation System
(TASES). This EW sys-
tem, for which E-Systems
will design and build the
ELINT receivers, will be
installed on the Navy’s
new S-3A twinjet, carrier-
based aircraft. It will be
designed to receive, process
and analyzc electronic sig-
nals during reconnaissance
flights for near-rcal time
support of task force com-
manders.

Our expertise in special
ground-based sensors con-
tinucs to be utilized at the
Sinai Field Mission’s early-
warning station between
Egypt and Isracl. In Jan-
uary 1976 the Company
won the contract to install,
operatc and maintain this

permanent facilities at the
remote outpost by mid-
year. The maintenance and
operational portion of the
contract was renewed last
September. This is a
prestigious program for E-
Systems and has enabled us
to play a role in helping
maintain peace in the Mid-
dle East.

Communications
mncludes military VHE and
UHEF radios, digital com-
munications systems and
products, microwave telecom-
munication sevvices, and
ground-based satellite
antennas. The Company’s
most dramatic sales
increase for the year was
recorded in our communi-

Net Sales

319.9

2542

193.4

166.4
1561

}4” SR
A |
72 73 74

$ millions 75 76
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Sales totaled $116 million;
with a ycar-end order back-
log of $122 million. Com-
munications systems of all
types, both for defense and
commercial applications
worldwide, along with
electronic wartare, repre-
sent what we feel will be
our two largest growth
markets for the long-term
future.

In 1976 we consum-
mated an agreement with
the Government of Fin-
land for “in-country” pro-
duction of military radios,
bringing the number of
countries in which we have
obtained such co-produc-
tion agrecments to five.
Since the mid-1960s, E-Sys-
tems has been the largest
volume producer of mili-
tary radios in the Free
World.

During the year our

Pre-tax Profits

25.0

$ millions 72 73 74 75 76

on a
to 1nstall a centralize
police and fire department
communications system
for a group of scven cities
in the Los Angeles area.
The system incorporates
the use of DIGICOM™
mobile data terminals to
be installed in over 80
police cars. We also con-
tinued installation of our
largest and most advanced
DIGICOM system to date,
this one for a large South
Amcrican country.
Morcover, we developed
a new, highly cost-eftective
line of small-diameter carth
station antennas and sold
several of them for use
overseas. These can provide
many forcign countrics,
especially the developing
“Third World” nations,
with the means of estab-
lishing modern sacellite
COMMUNICAtions systems.
Significant progress also
was made during 1976
toward completion of a
Very Large Array (VLA)
radio-telescope project in
New Mexico for the
National Science Founda-
tion. E-Systems is provid-
ing 28 special antenna
structures and related facili-
ties for this history-making
installation. When com-
pleted in 1980, the VLA
facility will be the world’s
largest radio telescope, and
will be used for further
scientific rescarch into the
makeup of the universe.

Approved For Release 2004/10/13

communications su
tary, TAL Inc., was
awarded a contract to pro-
vide upgraded telecom-
munications for the
National Railroad of Boliv-
ia and also completed a
study contract to preparc a
20-year master plan for a
telecommunications sys-
tem for the national tele-
phonc organization of the
Republic of El Salvador.
We hope to use the El Sal-
vador plan as a marketing
springboard for winning
similar programs in other
Latin American countrics.
In addition, the acquisi-
tion of ECI added impor-
tant programs to the com-
munications product cate-
gory. These include surface
ship and submarine UHF
terminals for fleet satellite
communications, the UHF
recciver subsystem on the
spacecraft for the Navy’s
Fleet Satellite Communica-
tion (FleSatCom) system,
teleprinters, and air traffic
control systems.

: CIA-RDP88-01315R000200420001-9
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Command and
Control /nuolves the
capability of mstalling air-
borne and ground-based 5ys-
tems and eqzapmmt requiring
communications, electronics
and mechanical expertise.
This segment of our sales
continued to be an impor-
tant source of business for
E-Systems in 1976, with
sales totaling $26 million
and the year-end backlog
amounting to $28 million.

The Advanced Airborne
Command Post
(AABNCP) program
entered its second phase
with the completion of the
third airplane and delivery
to E-Systems of the fourth
aircraft late last year. Work
continues on the modifi-
cation of this Air Force
version of a 747-type air-
plane. E-Systems is under
contract to install and inte-
grate into the fourth flying
advanced command post a
more sophisticated elec-
tronic communications
and command and control
system than those pre-
viously incorporated by the
Company in the first threc
aircraft.

Approved

For I}%e 6558 %@ﬂ§§ Cl
through our new
Division, a number of sys-
tems for the U.S. Air
Force’s new E-3A Airborne
Warning and Control Sys-
tem (AWACS) aircraft,
The E-3A also is being con-
siderced by the NATO
nations for their various
requirements in the com-
mand and control area.

Also in this product
category, our Company
received a contract to
design and install an auto-
matcd mail-coding and
processing system for a
large New York bank.
When completed in mid-
1977, this installation will
make this bank the first
financial institution in the
United States to adopt
such a computerized,
high-speed letter mail-
handling system.

Thesc types of systems
from the Company offer
the large volume mail-
handling commercial
installation a rapid method
of automatically processing
vast amounts of incoming
mail.

Earlicr in the year,
E-Systems was awarded a
contract by the Federal
Aviation Administration
to install an automated
flight information system
in the FAA’s flight service

F&Sﬁ&aﬂb

irginia. Cal Aviation
W cather and Notice to
Airmen System
(AWANS), it is similar to
the first AW ANS installa-
tion completed by the
Company at Atlanta,
Georgia in 1975,

Guidance, Control
and Navigation
mncludes electromechanical
controls and ground-based
navigational and guidance
equipment. Sales totaled $20
million and the year-end
backlog was up 78 pereent
from a year carlier to $32
million.

The Company com-
pleted development of Very
high-frequency Omni-
Range (VOR) and Dis-
tance Measuring Equip-
ment (DME) navigation
systems and we arc bidding
on a contract overscas. We
also sold several Tactical
Air Navigation (TACAN)
systems, in both land-based
and shipboard versions, to
international customers.
We reccived contracts to
lease two TACAN systems
for use on Alaskan offshore
drilling platforms. This

0200 420061113@de the first time our

once all-military naviga-
tion cquipment has been
installed to permit landing
approaches during inclem-
ent weather by helicopters
providing supply and per-
sonnel service to offshore
drilling rigs. The potential
future sales possibilitics are
obvious.

Another key develop-
ment in this product arca
was a several million dollar
order from General Elec-
tric Company to develop
and produce hydraulic
shock suppressors for 17
nuclear power plants. Such
shock suppressors,
dcs1gned to protect the
piping of nuclear power
plants during earthquakes
and other major distur-
bances, are required equip-
ment in these power-
gencrating facilities.

The newly-acquired ECT

Net Income

14.5

7.2

44
3.7
3.2

$ miilions

72 73 74 75 76
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missile telemetry and track-
ing sets and kits which are
utilized in missiles. One
such system includes a new
concept of an electroni-
cally-steered phased array
antenna for the receiving
portion of the shipboard
tracking capability under
development for the U.S.
Navy’s new Standard Mis-
sile 2.

Maintenance and
Modification 7z the United
States includes depot level
maintenance on the narion’s
Special Air Mission (SAM)
fleet of airplanes, including
the Presidential aivcraft, and
arycraft sevvice contyacts per-
formed on-site at various cus-
tomers’ bases, Work on the
SAM fleet is in the fourth
year of a five-year contract.
This overall product line of
business resulted in sales of

Net Income Per Common Share

backlog of $23 million.

Internationally, Air Asia
Company Limited, our
subsidiary in Taiwan,
Republic of China,
increased its commercial
aircraft maintenance and
modification contracts. Air
Asia continucs the work it
petforms on F-4s and other
military aircraft.

As we entered 1977, E-
Systems received other
international business
through a contract from
another country for the
refurbishment and modifi-
cation of large commer-
cial-type aircraft.

Energy Technology Center
We formed an Energy
Technology Center in
August. Our Company
was awarded a contract to
participatc with Texas
Tech University in the first

Total Stockholders’ Equity

5.80

300

193
1.64
139

72 73 74 75 76

n
$ dollars

56.5

47.4

42.3
39.6
37.7

72 73 74 75 76

$ millions

{i?ﬁ&?ﬁbﬁ‘é%lyﬁﬁﬁmoozo

rogram to dcsign, Con-
struct and demonstrate
operation of a solar ther-
mal-electric power plant at
Crosbyton, Texas. Funding
for this program, spon-
sored by the Energy
Rescarch and Develop-
ment Administration
(ERDA), ultimately could
exceed $20 million. We
subsequently formed a new
joint-venture company,
with an oil and gas firm to
pursue a similar solar-
power contract in Lea
County, New Mexico. Dr.
Lloyd K. Lauderdale, Cor-
porate Vice President-
Rescarch and Engineering,
is General Manager of the
new Energy Technology
Center.

ECI Acquisition

The addition of Elec-
tronic Communications,
Inc. (now our ECI Divi-
sion) in August was a very
compatible acquisition for
your Company, principally
because of ECI’s excellent
reputation in the high-
technology ficld of military
communications equip-
ment. In addition, ECI
brings with it a long-stand-
ing relationship with the
United States Navy, pro-
viding E-Systems with a
broadened base for doing
business with this impor-
tant customer.

ECI has long been a
Oﬁ%gggfl i satellite com-
munications terrninals.
They currently arc in quan-
tity production of AN/
WSC-3 satellite communi-
cations terminals for the
Navy. This highly-
advanced solid state UHF
radio terminal provides
Navy surface ships and
submarines with a world-
wide satellite communica-
tions capability. The AN/
WSC-3 is designed to
work with the new Fleet
Satellite Communication
(FltSatCom) system. ECI
also is supplying the UHF
receiver sub-system for use
in the FltSatCom satellites,
the first of which is sched-
uled to be launched late
this year from the Ken-
nedy Space Center.
Another promising arca
for ECI is its full line of
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6 military teleprint?i Ir}%%,ré
porating advance
tronic technology, thcse
units have application in
virtually any military
environment — land, sea or
air. The teleprinter line is
being marketed domesti-
cally and internationally.

IECI also has been suc-
cessful in the marketing of
UHF/VHEF air traffic con-
trol communications sys-
tems for European airports.
Many of these serve mili-
tary and commercial air-
craft, requiring dual-
frcqucncv communications
capability for air traffic
controllers.

ECI also supplics UHF
radio equipment for the
Air Force’s new E-3A Air-
borne Warning and Con-
trol System (AWACS).

It is our intention to
supplement ECI’s strong
capabilitics in high-tech-
nology product develop-
ment and manufacturing
with 2 more aggressive
international marketing
cffort through E-Systems
existing worldwide cus-
tomer relations organi-
zation. ECI’s capabilitics in
COMMUNICAtions systems
also will be strengthened.

"”ﬁi easé’foort/m/p . CIA

E-Systems policy o
financial conscrvatism,
with emphasis on strong,
centralized controls and

efficient asset management,

contributed not only to a
substantial improvement
in our overall profit mar-
gin in 1976 but also to the
strongest financial position
in our history as th¢ Com-
pany cntered 1977,

Substantial progress has
been made toward attain-
ing our initial objective of
after-tax profit margins of
5 pereent. Pre-tax profit
margins have increased
stcadily since the first
quarter of 1974; during
1976 pre-tax marging
advanced from 6.13 per-
cent in the first quarter to
8.93 percent in the fourth
quarter, resulting in an
average pre-tax margin for
the entire year of 7.83 per-
cent.

This improvement has
been duce chietly to busi-
ness mix, fixed-cost effi-
clency obtained from our
general sales increase and
progressively strict
cmphasis on corporatce
goals in our pricing, bid-
ding policics and risk anal-
ysis and controls.

Also of great impor-
tance 1s our primary objec-
tive of maximizing the

ﬁﬁl‘fs%’cbﬁﬁﬁdﬁi%*éwzooo‘i*’e‘fﬁho]dm cquity plus

investment in E- Systcms
through the carning of a
highcer return on invested
capital and by more effi-
cient use of assets.

On Scptember 30, 1976,
the Company signed a new
scven-year loan agreement
with several banks which
provides for borrowings of
up to $40 million until the
end of 1978 and decreasing
$6 million per year thereaf-
ter. There have been no
borrowings against this or
the predecessor loan agree-
ment for over a year.

The liquidity of your
Company last ycar was suf-
ficient to provide cnough
cash to acquire the ECI
Division in Florida, pay for
E-Systems new corporatce
office building, purchasc
approximately 550,000 of
the Company’s
outstanding warrants, and
increase the common stock
dividend to the share-
holders without usc of the
$40 million credit available
to us.

At year-end, the ratio of
interest-bearing debt to
total invested capital
(debt-to-capital ratio)
stood at 17 percent. Net
return On average asscts
thus improved to 14 from
7 percent. Net return on
average sharcholders’
cquity increased to 28 per-
cent from 16 percent while
the net return on average

interest-bearing debt dou-
bled to 24 from 12 percent
during 1975.

Rccognizing E-Systems
present cammg power and
financial position, your
Board of Directors in 1976
raisced the annual dividend
ratc on the Company’s
common stock from $1.00
to $1.60 per share. The
Board also voted to pay a
10 percent stock dividend
on October 15, 1976. Our
dividend policy will con-
tinuc to be reviewed peri-
odically, with the Com-
pany’s cash needs and
general business conditions
duly considered, in the
realization that investors
are putting greater
emphasis on dividend
yicld.

It has been most gratify-
ing to note the growing
recognition of E-Systems
Net Return on Average
Shareholder Equity

28.3

10.7
9.6
9.0

R |
% percent

7273 74 75 76
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marketplace. For example,
in a recent statistical survey
published by Forbes Maga-
zine E-Systems was ranked
sixth among more than
900 leading American cor-
porations for market-price
growth of its stock, with
necarly a 277 percent gain in
per-share price in the five
years from 1972 through
1976. In 1976 alone, ESY
more than doubled in mar-
ket price.

During 1977, we plan
to continue our policy of
making regular appear-
ances before secutity ana-
lysts, stockbrokers and
similar groups in various
cities in an cffort to keep
them abreast of Company
activitics and operations
and to further enhance E-
Systems identification in
the investment commu-

nity.

Net Return on Average Assets

As T stated in the 1975
Annual Report, your Com-
pany has established certain
initial general and specific
goals, with the primary
objective of increasing the
value of the investor’s
ownership in E-Systems.
We are pleased with the
progress we made in 1976
toward meeting those
goals. These initial objec-
tives included an average
annual sales growth of 10
percent (when measured
over the next several years),
after-tax profit margins of
5 percent and a 13 percent
minimum normalized
average nct profit on
invested capital.

Looking toward 1977
and beyond, 1 realize chat
wc cannot afford to rest on
our laurcls. In order to
further enhance the value
of your investment in E-

After-tax Profit Margin

138

72 73 74 75 76

% percent

4.54

% percent

72 73 74 75 76

our principal long-term
objective to continuc
growth at a controlled and
profitable rate.

To achicve this, your
MAanagement reCoOgNIzZes
that we must keep and
further improve the repu-
tation and recognition we
have attained in all of the
arcas in which we do busi-
ness or arc involved — pri-
marily with our customers,
the U.S. Department of
Detfense and the military
scrvices, other government
agencies, and the investing
public, both in this
country and abroad. We
will continuc to pursue
our traditional arcas of
business in U.S. defense
while secking further pene-
tration of our international
and commercial markets.
We will further refine our
policy of centralized
management control
whereby we seck to mini-
mizc risk and carctully
balance both risk and
Investment against poten-
tial rewards. This concept
is designed to produce the
most profitable business
mix and maximize our
return on asscts and invest-
ment over the long term.

Morcover, we intend to
continuc our acquisition
policy of sccking to add
businesses to E-Systems
that arc compatible with

customer basc and with
our cxisting cxpertise. W
have developed our own
“ABCs” for acquisitions:
“A” for “Availability”; “B”
for “Buyability”; and “C”
for “Compatbility” —
which is the most impor-
rant.

Early in 1977, in a con-
tinuing cffort to strength-
en our divisional manage-
ment and posture for
future growth, the Com-
pany named James M.
Osborne President and
General Manager of the
ECI Division. As a Cor-
porate Vice President, Mr.
Osborne will continue to
be responsible for new
business development and
planning. In addition,
Edward G. Casrecl, an
experienced communica-
tion-systems executive,
became Vice President and
General Manager of our
Memcor Division. He suc-
ceeded Robert H. Mitchell
in this capacity, enabling
Mr. Mitchell to devote full
attention to overseeing the
expanding activities of our
Production Electronics

Gr()up.
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optimistic about the future
of E-Systems. We have the
products, the people, the
reputation and, I think, the
motivation to maintain the
growth momentum that
we’ve built up over the last
several years. We are less
susceptible to the vagaries
of general cconomic condi-
tions that often affect
many other companics.

The outlook for the
businesses we are in
appears good. The U.S,
defense portion of it is
expected to continue
growing at the present, if
not at an increasing, level
because we are in the areas
that are on the upswing,
especially electronic warfare
and communications. Our
international markets like-
wise should continue
expanding. However, the
challenge will be for us to
obtain a reasonable share of
this business.

We face other chal-
lenges and concerns. One
of these is the ever-present
threat of inflation. While
the inflationary spiral has
been checked somewhat in
the United States, it could
resurge since inflation has
been increasing at a much
higher rate in other parts of
the world.

A continuing personal
concern of mine is the
growing anti-business sen-
timent and increasing
interference by the Federal

through congressional
legislation and regulations
by various agencices, in the
affairs of private busincss.
This threatens to severely
curtail the ability of busi-
nesses to carn the profits
necessary to finance the
capital investment and
future growth required to
provide employment for
the millions entering the
job market each year.

Another concern that
more directly affects every
Amecrican is this country’s
tuture defensce posture.
Every reliable intelligence
estimate reported in the
media indicates the Soviet
Union is indeed devoting a
greater proportion of its
Gross National Product to
defensc cfforts than we had
originally been led to
believe. One recent briet-
ing of the Congress by our
military intclligence agency
translated this fact into a
current Soviet military pro-
duction program at least
140 percent of the total
U.S. defensc cffort.

All indications point to
increased emphasis by
Soviet lcaders on major
weapons systems, includ-
ing ballistic missiles, clec-
tronic equipment and
high-performance tactical
and strategic aircraft. The
unsettling growth of the
Russian Navy and the
Soviet’s anti-satellite devel-
opment program have
been widely chronicled of
late.

This presents ominous
overtones to the United
States and the rest of the

It is dangerously unrealistic
for us to rest on past laurels
and to ignore the clear
message from the Soviets
as to what they can and
will do in the years ahead.
W e maust maintain tech-
nological superiority!

If growing government
regulation of business and
the status of our national
security concern you, |
urge you to voice your
concerns by communicat-
ing them to your congress-
men and senators in
Washington.

John W . Dixon
Chatrman of the Board
and President

March 18, 1977
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E-SYSTEMS INC.

donn W. Dixon
2 an of rhe doard
dent

Dear Heilow Stockholders:

A person’s O an organization’s good name is 4 valuabie asset. Yet & good reputation is iragile and
snaily dumaged by rumor, mmnuendo, and irresponsible comment. Uur Company ana its superior
iepulation for integrity, trusiworthiness, quality products, and nonorabie conduci has recenily been
wniusiifiably put into question m the news media.

i Hystems has been drawn into the so-calied “Korean scandal  because of our military radio
fusiness with the government oi the Kepublic of South Korea. in connection with this work, cervain
diwiinguished Korean citizens were selected to be our in-couniry Korean representatives, giving us
tigh-level visibility and assisiance 1n the course of our perfornung the Korean radio contracis. The
individuais were checked with the American Embassy in Seoul for reputation and integrity. ihese
distinguished individuals elected to call themseives the *Korean Research Institute” (KKi) in their
doalings with us. We entered into a tormal, written agreement with KRI providing for payment oi &
coninission not 1o exceed bt ol the total sales of military radios and related products to Korea. 'thus
apreement has been extended and amended from time to tune with the result that net commussions
paid through a recent date are approximately $1.4 miihon, or somewhat less than O« of ihe
approximaiely $32.7 million of reievant business done with the Korean government.

{ur initial agreement with KRI was recorded in the public records of the Fublic Procurator’s
n Seoul, Korea, 11 1973, 1'he existence of the arrangement has been known to cognizant persons
within the government of South Korea and our customer, which is tne viuustry of National Lietense oi
he Forean government.

e
=
e

From our experience in cotplex, ugn wechnoiogy, inivinstional business, the Korean radio
srogram has been excepiionaily weitl-managea by ihe government of Korea and 1ts designated rorean
ao-producer company, Urtental Precision Corpany, weli-courdinated in those aspects where we deai
with our own governmeni’s personnel and theirr Korean counterparts, and successtul from a business
yiewpoint. The end result is that a valued aily of the United States has achieved a substantial
independent capability in tactical mulitary communications, an absolute necessity to the defense of
Korea’s 100-plus mile border with communist North Korea. We have taught the Koreans to produce
{fine gualily tactical radios 1n their own country using their own resources, thus improving their muci-
sonded defense capabilities while at the same time providing business and jobs for ug 1n the U.S.
{11t imutely this capability will reduce the requirement for U.S. uid to our ally and the attendant cost to
5. taxpayers. 1 do not want us o rose sight of these impacts and resuits of our work for the
sovernmeni of Korea.

As s oour praclice in dealing wiin imiternavional represenidtives, upon itne execusioli i bie

apreement with KRI we required KRI to establish and advise us ol a clear-cut metfiod ior payment of
Hoih an $100,000 initial payment to the:n and subsequent commissions aggregating e loial
entioned above. KRI established an account with a bank in Los Angeles and designated a iKorean

itizern resident of the Los Angeles ares, whom we did not vifterwise know, as Kii's representsuve w

sve nodficalions concertug pavinenis and involeing. A: o laver time, KRI noulied us they had
appoinied d new U. 3. represeniauve, au American cilizen vl norean extraction. SKi had the right
greder our agreement (0 appoint or (0 chisnge Lheir designated representative at any ume.
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it response to #n Sl quiry 1 early 19 H, we furnished a synopsis of information and partial
internal records on cominission payments, representutives and consultants, including iniormation on
1K3121. We learned later that :he SKC had ordered a private investigation involving KKl wnen others
informed us of subpoenas issued 1o one of our banks and the iwo individuals designated by KRI as their
in country representatives. in November 1976 the SEC asked us to identity Company witnesses and o
e prepared to produce Company documents concerning K Ki, with the apparent primary tnrust of
determining: (1) what KRI or its representatives did with the moneys paid into the KKI hank account
by H-Svstems, and (£) did K-Svstems employees or otficers have knowiedge of KRI's disposizin of the
inonevs 1t received as commissions.

‘We subsequentiy furnished the SEC all of our records on KRI and produced witnesses voluntariy
for testimony. On December 8, 1976, we learned that the SEC had filed a lawsuit against the two U.>
residents, designated by KRI as its in-country representatives, to compel their testimony mn response
to an SKC subpoena. E-Systems was not a party to, and has not participated in, that lawsuit despite
the inference given in the news reports that K-Systems has been “accused’” of someiting in that
inwsuit. We also learned at the end of January 1977 that the SKC had filed a similar lawsuit in the
Instrict of Columbia to compei testimony trom three named individuals, whom we dc not know

The SEC’s “private ivestigation” could continue until the SEC staft is in a position to make
rscommendations to the Commission. We believe that the cutcome of the SEC proceeding witl in 1tselt
have no material, adverse eitect on K-Svstems or its business prospects. It 1s not possibie tor us 10
sredict what allegations mav ultimately be leveled at K-Systems, its officers or empioyees, I any
allegations are made at ali.

We do not know what KRI or any persoas aifiliated with it did with the commission meneys. We
de not know of any illegal, improper or questionable use of the commission funds by KEi. k-Systems
dies ot believe that our Company or 1ts empioyees have been involved in any misuse o sucn funds
Hin1h our internal review and the external information which we have available indicate no k-svstems
sarticipation in any illegal campaign contributions, bribes to U.S. officials or others, or kickbacks o
“-Systems’ employees or customers.

t
i,
i

It eontinues to be your management s poiwy (o cooperate fuily with the SEC in 1ts investigation
st we have from the beginning. e have been treated rairly by the SEC in this investigation, however
uniairly we feel some have treaied us in reportung and specuiating on the facts by imking us with
activities completely unreiated to our actions and relationsiup with KRIL

[ waut to emphasize thai we Jdo not expect our business Lo be materially adversely 1mpacted by
ihe investigation, any allegations that may arise ihereirom, or the ultimate conclusion torowing
whatever proceedings result troi those allegations. We do feel the Company has suffered from what we
view as uniair reports, mnuendos, and atiacks by those whose interests may be adverse to the
T‘ompany, and those whose interests may be udverse to the government of the Repubiic of South Korea
and the government of the United States ol America. These attacks may continue, and 1 ask you as one
of my fellow stockholders to withhold vour yjudgment until actual facts are produced instead of rumor
and speculation. I will communicate wiili you turther 1i we have any significant developments.

Yery Lruly vours.

- ) . S L .

Pl cP [l i
” /’

;o Joun W. Dixon
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g@‘{} 5365“‘ ’7@‘:; 8 5 55 1 ’g ‘ “The firm that beat out New —During Brownman'’s tenure at i«
HED Ay Y L B R A Bedford’s Bristol Electronics the Pentagon (1974-76), the Dailus i
oy / E . E Ve ? hea for a contract worth millions of firm received $23-million in govern- i~

After

: |
."4.‘-3‘ ,ﬁ! - q
Detense Pact

dollars now has on its payroll.
the former Army official who
supervised the questionable

ment contracts — or an average ot
60 per cent of the firm's work in
1974 and 1975,

: o ; co‘[}’tx‘zlct award. —_— In addition, public confidence in :
NEW BEDFORD (A% vime in Julv, 1974, but it coul: ! That same Texas flxrm that the federal government in geners] §
.tl b ¢ RI-‘C s ;"lflt,l"m' “’f“‘» 10l be dotermined yestern, ' toppled Bristol has links tothe - 5n4 the probity of its procurement
‘;)thé‘;s(;‘ ;.;Sc}g’qrt;f;;";’éﬁfmi‘[ when he joined E-Systems. s Central Intelligence Agency procedures are unlikely to rise in |

o . | Army pest was filled in October. and ‘now figures in an in- the face of other late-breaking
Sw has on its payroll the for-| vestigati 1 the S iti :
or Army official wha super- 1§74, by Harold L. Brownman, an ‘ez ‘]féa l;m )y(‘ € ! e(‘:url. “;S developments. _ §
. nbroversis ot B-Systems vic i and Exchange Commission into . ]
sed the centroversial contract| oy ¢ president who For instance, E-Systems, ac-

ward, The Standard-Times re-
arted yeslerday.

The New Bedford firm lost
i oir the $2.9-million contract
i field radios to L-Systems.
qe., of Dallas in March, 1974,

went to work for the Central In-
telligence Agency in 1973.
According to The Standard
Times, the Army - sought bids
for 6,990 mobile field radios in

ter the Army ordered bids to
» submitted three times. Bris-
51 was the low bidder for the
rst two times. ’

“The many unusual circunt-
ances surrounding the request’
ar a third round of price quo-.
stions and the hurried award:
creaffer to Io-Systems cannot|
<lp but arouse suspicions thati
smeone in the Department of:
efense was intent upon favor-i
¢ E-Systemns,” the paper
uoted an August, 1976, 1'eporti
= the House Committee on;
overnment Operations as say-:
1g. *
The paper also said the con-
-act was later expanded to 8114
illion without additional bids:
2ing sought. .

Ex-Army Official
Lugene E. Berg, now a vice.
resident at E-Systems, was as-
stant secretary of the Army:
7 logistics and installations
ihen the contract  was

November, 1973. Bristol Elec
tronics was the low hidder of five
firms, while E-Systems was
third, -
Mew Bids Asked

However, instead of givine
the contract to Bristol, the
Army requested new bids, sayv
ing a specification change ai
tered the contract, The con
gressional report described the
¢change as “minor” and ths
Army later testified it was “nei
substantive in terms of intent.
procedure or effort required.”

In the second round of bid
ding, Bristol was again lowest,
while F-Systems’ bid was sce-
ond. $5 & unit below the third-
place bid.

The Army again changed the
contract and requested a third-
-ound of bids on March 8, 1974.
-Systems was lowest, $5 a unit
below  Bristol’s  second-place
oid, and was awarded the con-

warded, the newspaper said. tract six days later.

He could not be reached yes-'
>rday {0 comment on questions:
f conflict of interest raised by
HY l’l(.‘WSIKlDCT.

Jorg reportedly

left  the

possible  congressional pay-
offs.”” — The Standard-Times.

An exelusive report by The
Standard-Times' Gerald FitzGerald
pinpointed an entire web of ap-
parent comntiicts of interest and
other forms of extremely
questionable conduct.

Bristol Electronic’s successful —
and obviously well-situated — com-
petitor is I5-Systems of Dallas. The
I©-Systems story reads something
ilke thss:

—Bristol Klectronics twice was
the low hidder on a $2.9-million
contract to supply the Army with

radios.

—The Army twice threw out the
hids and altered the specifications.

—~FE-Systeins was awarded the
contract the third time around.
Later the contract was expanded to
a total of &1J-million.

—fHouse investigators looking
into the situation as a result of
Bristol's protest said, “‘the many
unusuil cireumstances . . . and the
Iurried award thereafter to E-
Systems cannot help but arouse
suspicions that someone in the
Department of Defense was inlent
upon favoring K-Svstens.”

The Army official respansible,
fo.oonorg, new s oan bi-

e vieepresident,
K-Systems ex-
tered Harold Brownman,

A foarmer

REEAWE

cording to an official 1974 report.

held $4.7-million worth of Central .

Intelligence Agency-funded con-
tracts and the CIA had “‘an interesi
in" other federal contracts with
the firm totaling $105-million.

The Standard-Times has learneu
a former head of the CIA. retircc
Vice-Admiral William F. Raborn
Jr., is-on the firm’s board of direc
tors.

And another one of its vice-
presidents formerly was the CIA':
deputy chief of the Directorate o!
Science and Technology.

The House Committee on Govern-
ment Operations conducted the
investigation of the Brists!
Electronics contract loss bt
then the entire matter more or ies-
died away as far as congressions!
interest was concerned.

We wonder why Massachusetls
congressional stalwarts -—- i
House Speaker ‘‘Tip” O'Neili
Senators Edward M. Kennedy ana
lidward W. Brooke and U.>
Representative Gerry . Stadds -
let the matter just fade away.

We also wonder why we haven
heard from them by now thie
Congress -— at their insisience
has launched a thoroush rosios
Gl recenn developinegils v
here,

However, knowing the wo
Cungress, we also cail on Plresy

iy e e Cartor to order an in-depth Just
Approved For R 'CIAY S04 315 R6 b - Sl .
PP elease 2004.’ 10/ 1? »CIA«IFSRF’,?? ]()R?:I,E‘S ‘03120(}4% ‘9'91310911 mvc:stxgatmn ot .
TS ontire shabby situation,

i
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“The firm that beat out New
Bedford’s Bristol Electronics
for a contract worth millions of
dollars now has on its payroll

~  the former Army official who

supervised the questionable
contract award’’ — The
Standard-Times.

U.S. Rep. Gerry E. Studds, D-
Mass., agrees with The Standard-
Times that this situation demands a
two-pronged investigation.

Accordingly, the congressman
has written to the Justice Depart-
ment and the House Government

Operations Committee, asking for

independent investigations of the
awarding of an $11-million contract
to E-Systems of Dallas.

As reporter Gerald FitzGerald
outlined in an exclusive report in
this newspaper last month, there
certainly seems to be enough
material on hand to justify several
additional inquiries.

The bare bones of the story:

—Bristol Electronics twice was
the low bidder on a $2.9-million con-
tract to supply the Army with
radios.

—The Army twice threw out the
bids and twice altered the
specifications.

—Ji-Systems was awarded the
contract the third time around.
FLater. the contract was expanded to
$ll-mniiiion

(' CLIPPLD RY

{BALONE

The Army official responsible,
Assistant Secretary Eugene E.
Berg, now is an E-Systems vice-
president. The man who succeeded
Berg as assistant secretary is a
former E-Systems executive.

As Representative Studds noted
the other day, if this sort of shutti-
ing back and forth between govern-
ment agencies and the industries
they deal with is not contrary.to
government policy or regulation, it
certainly should be.

President Carter, in fact, has
proposed that government
employes refrain from entering
private corporations in related
fields for at least two years after
leaving federal service. Congress
should explore, at some length the
practicality of giving the
President’s proposal legal status.

Studds’ interest in the Bristol
Electronics matter is commen-
dable. We hope the congressman
will persist in a full-fledged
followup of both the Justice and
House investigations until every
facet of the situation is explored.

In the interim, we wonder why
Massachusetts’ other congressional
stalwarts — including House
Speaker O’Neill and Senators
Kennedy and Brooke — haven’t
joined Studds in demanding a
tirsorough review of Lie matter. .
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$1 Million Influence Probe

Focuses on 2 L.A. Koreans

BY ROBERT L. JACKSON

Times Staff Writer

Federal investigalors probing the
activities of two Korean consuitants
in Los Angeles have uncovered a flow
of 81 million involving the CIA,
Korean intelligence officials, a Cayv-
man lslands bank and alleged pay-
ments to members of Congress.

In a case that is still months from
completion, attorneys for the Securi-
ties and Exchange Commission are
focusing on the affairs of Howard P.
Lee and Jong Hoe Yoo, proprietors of a
mysterious consulting firm known as
the Korean Research Institute.

‘No registration records can be
found on KRI in Sacramento or Los
Angeles County, although a related
firm, Howard Enterprizes Co., uses a
small grocery store in Culver City as
its address. The market's manager,
Paul Lee, says he never heard of
Howard Lee, Yoo or Howard Enter-
prises.

Lee and Yoo have deciined repeat-
ed requests for interviews, But they

denied any wrongdoing through their
altorneys.

Despite the firms' shadowy nature,
KRI and Howard Enterprises—ac-
cording tc a Times investigation—are
suspected by the SEC of being the
keystone in an international money
flow that started in South Korea and
may have wound up as bribes on Cap-
itol Hill.

In between, the Central Intel-
higenée Agency and officials of Ko-
rea’s counterpart—the KCIA—have
played arole.

The Lec-Yoo case, The Times
learned, represents a broadening of
U.S. government interest in Korea's
alleged efforts to buy influence in
Washington. It also bears similarities
to an entirely separate and previously
undisclosed investigation by the Los
Angeles County district attorney’s of -
fice into the affairs of Song Joo Hung,

Pleasc Turn to Page 20, Col. 1
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owner of Eurasia Travel Service on
‘Wilshire Blvd.

it was learned that Hong, who
pleaded innocent Thursday in Los
Angeles Superior Court to charges of
grand theft frem American FExpress
Co., is under investigation here for al-
legedly funneling thousands of doilars
to persons in the Washington area,

n recent months, Hong was repor-
tedly scen several times at Los An-
geles International Airport with
Tongsun Park, the high-living
Korean entrepreneur who is the cen-
ter of a federal grand jury inquiry into
Washington influence-buying.

A source close to the district attor-
ney's investigation said that ailega-

loﬁ ﬂxtgrhs’

unts’ *,

tions involving Park figure prom-
inently in the probe. In Ihe American
Express case, Hong has been charged
with stealing more than $200,000 by

selling travelers checks and keeping

the proceeds.

Fearing such a scheme may be tied
to alleged bribe-giving by Koreans in
Washington, American Express is

planning to audit the accounts of sev-.

eral other Korean travel agencies
with which it deals, the source sald

Hong's lawycr, E. Michael Kruse,
declined comment on reports that
Hong has sent substantial funds to
Washington-area Koveans. Asked if
Hong knew Tongsun Park, Kruse re-
plied, “Not to my knowledge.”

Tongsun Park’s name, il was

Yearned, has also figured in the feder- ‘
: CIA-RDP88-01 315R&002G0412&0Mﬂ9mi3 Lee and

“INFLUENCE PROBE - *

Vu*gll B. Pettigrew, a vice prcs-

Jdent of E-Systems, Inc.,, a Dallas

“electronics warfare” firm that pad
KRI more than $1 million in commis-
sions, said that in 1973 Park originally
tried 1o represent the firm in its sale
of field radios to the South Korean
army.

But Park’s aggressive approach of -
fended the company's beard chair-
man, John Dixon, Pettigrew said.

Il was learned that Park’s name
also was found in E-Systems corres-
pondence obtained by the SEC.

A government document examined
by The Times shows that E-Systems
has been involved for years with the
CIA. The publicly-traded company,
which had 3320 million in sales last
year, manufactures exotic equipment
like radar detectors and.jammers,
satellite ¢ommunications antennas

and supersecret devices under the
heading of “electronics warfare.”

In 1975 it purchased Air Asia, an
affiliate of a CIA proprictary company
known as Air America. E-Systems
does maintenance work on the pres-
idential aircraft Air Force One, and
last ycar was awarded a contract to
install and man the U.S. govern-
ment’s carly-warning peace- keepmg
station in the Sinai Desert.

“E-Systems has ongoing CIA-
funded contracts amounting to $4.7

* million, and CIA has an interest in

other U.S. govérnment contracts with
E-Systems, Inc.,, worth $105 million,”
according to a 1974 government re-
port. .

How such a large and apparently
well-connected company came to
contract for the services of Lee and
Yoo—with their grocery store ad-
dress—remains a puzzle to investiga-
tors.

However, The Times lcarned that

both Lee and Yoo are related o Col,
Lee Kyoo-Hwan of the Korcan Em-
bassy in Washington. It was Col. Lec
who signed off most radio parts
shipped to Korea before E-Systems
could receive payments under an $8
million contract that South Korea la-
ter renewed for an additional $29 mil-
lion.

Col. Lee, who is listed as assistant.
military attache on the embassy’s
roster, is reportedly a high official of
the KCIA. Korean sources said that
he worked in KCIA headquarters in
Seoul from 1963 to 1966. He then
headed South Korean army intel-
ligence operations in South Vietnam
and later commanded a group of bo-
dyguards for South Korean President
Park Chung Hee, according to these
50Urces,

Col. Lee, who is Howard Lee’s un-
cle and Yoo's brother-in-law, de-
clined to see a reporter who visited
the embassy.

He later said through a spokesman’
that he was Howard Lee’s uncle but
had “no relationship (to Lee) other,
than that.” He said he had played “no
role whatsoever with E-Systems”-=
contrary to the statements of compa~.
ny officials—and did nol know how
Howard Lee became a consultant Lo
the corporation.

Pettigrew, the E-Systems official, -
said he had ncver heard that Lee and’
Yoo were related to Col. Lee. He said. .
the Los Angeles consultants were
chosen from a list of names the ’
American embassy in Seoul provided”
when E-Systems said it wanted to |
hire representatives to handle milita-
ry radio sales to Korea. :

All E-Systems records re atmg to
KRI have been furnished to the SEC,
he added. Pettigrew said he t}*ought
KRI was a marketing consuitant firm
based in Seoul, but he said he doubted *
it had clients other than E-Systems,

Please Turn to Page 21, Col. 1
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“We have no kniowledge of where the money
raid KRI was spent by KRI or ils personnel,”
Pettigrew said. IIe said it amounted to more
han $1 million,

The SEC, in court papers filed here and in
Washington, said, “It appears that the respon-
ient‘; Lee and Yoo may have participated in the

llegal payment of monies in the forin of bribes
0 members  of  the  Congress  of
the United States or other pub ic officials in
‘onncctlon with the sale of military equxpmont
sy E-Systems, Inc,, to the I{opm)hc of Korea.

lno SEC said it was trving to determine

sther Ii-Systems, as a publicly held compa-
may have used cor porate funds for illegal
B ,)l)sf‘\ “without disc lm 17 1L Lo stockholders.

The SEC's theary is that such payments
mght have helped ensure congressional sup-

orl for South Korea, an 111(1110%&3%%1\%@{].‘:0,- ﬁéw

%ystems.

According to knowledgeable sources, E-Sys-
tems made payments to Lee and Yoo directly

into a KRI account at a Bank of America branch

in Los Angeles. Funds were then transferred
from that account into one or more other ac-
counts, reportedly including a US. bank’s
branch in the Cayman Islands, a British crown
colony south of Cuba,

“The money began to disperse just when the
SEC started nosing around last summer,” one
source said. “Fortunately, the Caymans bank
was a branch of a U.S. bank, which had to
maintain records w the U.S, The SEC got them.”

Court records contain the further allegation
thal Lee and Yoo sent funds to Jong Ho Kim
and his wife, Myung Jac Kim, of Alexandria,

a Washmﬂton suburb, and to Young C.

cnr s and correspondence n'om

¢ Kims and

%{PB&]MO/ 1ac JI}?]P(&S:-@%IGQ S5RO0D 200420001 9aluralized U.S. citizen and

Chung to determine the purpose of these pay-
ments.
Although E-Systems has cooperated in the

federal inquiry, SEC attorneys Richard Rout-

man and Gary Lynch told U.S. Dist. Judze
Warren J. Ferguson in court here this weok
that Lee and Yoo had resisted subpoenas for
their records for eight months.

Defense attorneys Bryan O'Neill and Alan J.
Weil have argued that the SiC is invading the
privacy of Lee and Yoo and is improperly en-
gaged in a criminal investigation.

e

“Tell me about Mr. Lee and Mr, Yoo,” Forri-
son said,

“I'm not sure about the nature of their hysi-
ness activity,” Weil replied. "I behieve enc ovwne
a grocery store. I'm not sure ahout the other.

Both men are in their 40s. Court records

Yoo as a registered alien.
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